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VOL. XCI Contents include : No. 282 


ENDORSEMENTS MUST GO 
By G. O. PAPWORTH 


AMERICA — RECESSION 
OR SLUMP? 


THE CHANGING PATTERN OF EXPORT FINANCE 
By W. W. SyYRETT 


GERMANY’S CAPITAL NEEDS 


TIGHTER RENT RESTRICTION 
By T. J. SOPHIAN 


STRAIT-JACKET FOR INDIA’S BANKS 
By SERVICE ETRANGER 


IRELAND: An Economic Survey 


Professor G. A. Duncan surveys the Balance of 
Payments since the War, and Mr. Alexis FitzGerald 
discusses problems of saving and investment 


HUDDERSFIELD 
BUILDING SOCIETY 


Established Y 2 N Reserves 
£1,000,000 


HEAD OFFICE: BRITANNIA BUILDINGS, HUDDERSFIELD 
LONDON OFFICE: BRITANNIA HOUSE, 203 STRAND, W.C.2. 





BLADES, EAST & BLADES 


LIMITED 


Established 1821 
BANKERS’ CHEQUE PRINTERS 
) 


CONTINUOUS CHEQUES, BANK NOTES, BEARER WARRANTS, 
SHARE CERTIFICATES AND GENERAL SECURITY PRINTING. 
COMPANY PROSPECTUSES. 

PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, BANKS, ETC. 
PRODUCERS OF HIGH GRADE PRINTING BY LETTERPRESS, 
LITHOGRAPHIC AND PHOTOGRAVURE PROCESSES. 


@ 


City Offices: Works: 
17 & 23 ABCHURCH LANE, LEONARD STREET, 
LOnNeBONR, €.6.4 FINSBURY, LONDON, E.C.2 
Telephones : Telephones : 


MANSION HOUSE 4366 (10 lines) CLERKENWELL 1020 (10 lines) 
Telegrams : ‘* Identical, Cannon, London” 





PAPRPAMASY 


AAA AAA AAAI E 


BRADBURY, WILKINSON & CO, LTD. 


DESIGNERS, ENGRAVERS & PRINTERS 
of 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 


TELEPHONE: WIMbledon 0033-4-5-6 TELEPHONE: MONARCH 7531-2 
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BANK OF IRELAND 


ESTABLISHED 1783 


Head Office : 


COLLEGE GREEN, DUBLIN 


Capital (Paid Up) - - £2,769,230 
Reserve - - - -  £3,690,000 
Total Assets - - - £85,013,475 


97 Branches throughout Ireland 


LONDON AGENTS 


BANK OF ENGLAND 
COUTTS & CO. 


Every description of Home and Foreign 
Banking Business Transacted 











‘MUNSTER & LEINSTER 
BANK LIMITED 
| 


| 


CAPITAL SUBSCRIBED - - - - - -  £1,875,000 
| CAPITAL PAID-UP- - - - - - - £750,000 
| RESERVE FUND - - - - - - = — £1,110,000 
DEPOSITS. etc., at 31st Dec. 1948 - - - - £56,566,495 
HEAD OFFICE - - SOUTH MALL, CORK 


The Munster é Leinster 
Bank Ltd. 








BANKING SERVICES OF ALL DESCRIPTIONS ARE AVAILABLE FOR THE 
PUBLIC 


} 

} 

The Bank has over 200 Branches and Sub=Branches throughout Ireland 
CURRENT ACCOUNTS OPENED ON USUAL TERMS 

DEPOSITS RECEIVED AT INTEREST. 


THRIFT SAVINGS ACCOUNTS THE SMALLEST SUMS MAY BE DEPOSITED 
INTEREST ALLOWED. HOME SAFES ISSUED. 


FOREIGN EXCHANGE BUSINESS TRANSACTED 

INCOME TAX CLAIMS PREPARED AND INCOME TAX RECOVERED. 
EXECUTORSHIPS AND TRUSTEESHIPS UNDERTAKEN 

VALUABLES RECEIVED FOR SAFE KEEPING. 





a 
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(iii) 


THE 


NATIONAL BANK 


LIMITED 


f-. 
is ee 





Established _ ,\. ea 1835 


Gn J DX 


% 


CAPITAL £7,5090,000 
RESERVE FUND £1,300,000 
DEPOSITS £71,240,000 


EVERY DESCRIPTION OF BANKING 
BUSINESS TRANSACTED 


DUBLIN : 34 & 35 COLLEGE GREEN 
and 15 CITY OFFICES 


BELFAST : CORK : LIMERICK : WATERFORD 
and 218 OTHER OFFICES THROUGHOUT IRELAND 


LONDON : 13 OLD BROAD STREET, E.C.2. 
and 14 OTHER OFFICES IN THE METROPOLIS. 
ALSO AT 


LIVERPOOL ; MANCHESTER ; BRISTOL ; 
CARDIFF ; NEWPORT ; SWANSEA ; etc. 


AGENTS and CORRESPONDENTS ALL OVER THE WORLD 
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ULSTER BANK LIMITED 


ESTABLISHED 1836 
Affiliated to Westminster Bank Limited 














Capital Authorised and Subscribed ... £3,000,000 
| P ... £1,000,000 

Capital Paid Up l £2.500.000 

Reserve Fund ... £1,500,000 J 





COMPLETE BANKING SERVICE 
With Special Departments for the Transaction of Executor 







and Trustee. Foreign Exchange, and Income Tax Business 






By means of 11] Branches and 81 Sub-Offices throughout Ireland and 





through Agents and Correspondents in all parts of the world the Bank 






offers a comprehensive service transacting every type of Banking business 







Dublin Office - - - - - 32 & 33 COLLEGE GREEN 
Head Office a - a i - WARING STREET, BELFAST 















THE HIBERNIAN BANK 


Incorporated in Ireland a Established 1825 


CAPITAL subscribed £2,000,000 | 


Paid-up ... £500,000 
RESERVE FUND................ £750,000 





Head Otftice COLLEGE GREEN. DUBLIN | 


Seven Dublin Branches 





Over One Hundred Branches 
and Sub-Branches 


throughout Ireland 


he Bank undertakes the recovery and adjustment of Income Tax ¢® The 


Bank also undertakes the offices of Executor and Trustee 


Agent LLOYDS BANK LIMITED, 72 Lombard Street, London, E.C.3 
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D | THE INDUSTRIAL CREDIT 
| COMPANY, LIMITED 


AUTHORISED CAPITAL - - - - £5,000 ,000 
SUBSCRIBED CAPITAL - - : - £1 ,000,000 
PAID-UP CAPITAL - : - - - £812,500 
RESERVE FUND - - - - - £100,000 








CAPITAL UNDERWRITING AND 
GENERAL INDUSTRIAL 
FINANCING 








THE COMPANY CONSIDERS PROPOSALS FOR PUBLIC 
ISSUES OF CAPITAL, SHARE INVESTMENT, CONTRACT 
LOANS, INSTALMENT CREDIT FOR PURCHASE OF 
PLANT, MACHINERY, ETC., OR FOR’ INDUSTRIAL 
FINANCING IN OTHER SUITABLE FORMS 





Offices: 9 LEINSTER STREET, DUBLIN 





Balance Sheet as at 3/st October, 1948. 


LIABILITIES ¢ ‘: @. 
Capital Authorised (5,000,000 Shares of £1 each) ; £5,000,000 








Capital Issued and Subscribed ; ’ : £1,000,000 






Capital Paid Up (500,000 Shares of £1 each, fully paid 









and 500,000 Shares of £1 each, 12 6 paid) ‘ 812,500 0 0 
Reserve Fund hes : : 100,000 0 O 
Sundry Creditors and other Accounts (including Reserve for Con- 
tingencies) : ig ; ‘ $5,232 19 § 
Contingent Liability in respect of Guarantees 2 90,000 0 0 
Profit and Loss Account J sie Sti7t iS hei 





£1,168,904 10 10 











ASSETS £ 2 4 
Cash in hand and at Bankers ; 265 ; = ne ‘ 48.670 9 
Loans and Advances (after providing for Reserves) eT adi 227,807 | 





Investments at net cost (less Reserves) or latest market quotations, 






whichever is the lower .. ane fe - ; ; «~ uae 2 4 
Customers’ Liability in respect of Guarantees ; 2 i ne 90,000 0 0 
Other Assets es a ; ; = ; 4,866 17 6 






£1,168,904 10 10 
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PROVINCIAL BANK OF IRELAND LIMITED 


Established 1825 


TOTAL ASSETS (3! 12 48) EXCEED £37,000,000 


DUBLIN 
Chief Office: § College Street 


115 BRANCHES AND SUB-BRANCHES 


Banking Business of all Kinds Transacted 








THE NATIONAL CITY BANK LIMITED 


10 COLLEGE GREEN, DUBLIN 












Capital bas ies - - nad £406,018 
Reserves ... wes rt mor as £640,000 
Total Assets ... is ve bos £4,238,527 










Offers to the Public a 


complete Banking Service: 


| CURRENT AND DEPOSIT ACCOUNTS 

| BOOK DEPOSIT ACCOUNTS 

| HOME SAFES 

| FOREIGN EXCHANGE 
TRUSTEE AND EXECUTOR DEPARTMENT 





i]  eeEeeyy——————————————————————————~ 
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TED | THE ROYAL BANK OF IRELAND LIMITED 


ESTABLISHED 1836 








),000 





Complete Banking Service 





SPECIAL DEPARTMENTS FOR 


EXECUTORSHIPS e TRUSTEESHIPS 
INCOME TAX CLAIMS e FOREIGN 
EXCHANGE BUSINESS 













Private Safes may be Rented at College Green Branch, 
| Dublin 






Head Office: FOSTER PLACE, DUBLIN 
London Agents: Midland Bank, Limited 






PALGRAVE MURPHY LTD. 


Will handle all your Customs Clearance, 
Forwarding, Cartage, etc., and save you time, 
trouble and expense. 

* SHIPBROKERS 

e STEVEDORES 


EDEN @UAY pitnwein 


Palgrave, Dublin Telephone 71701 (8 lines 





BETSON & CQO., LTD. 


SHIPBROKERS = CHARTERING AGENTS : STEVEDORES 

Consulate for Norway Consulate for Panama — Vice-Consulate for Finland 

20 EDEN QUAY, DUBLIN 

Phone Nos. 73904/5 Telegrams ‘ Betson,’ Dublin 
Codes — Scot: s 10th Edition, Boe, Lombard 


AGENTS FOR UNITED STATES LINES 




















NORTHERN BANK 


LIMITED 
Established 1824 


OLDEST JOINT STOCK BANK 
IN IRELAND 


TOTAL ASSETS EXCEED 
£42,000,000 


In addition to a 
Complete Banking Service 


including 


a Foreign Department through 

which the Bank establishes direct 

contact with all the principal 
Overseas Markets 


Special Departments 


are available for 


TRUSTEESHIPS 
EXECUTORSHIPS 


d 


CLAIMS FOR REPAYMENT 
INCOME TAX 


Head Office : 
VICTORIA ST., BELFAST 
Chief Dublin Office: 

114 GRAFTON ST., DUBLIN 
170 Branches & Sub-Branches 


London Agents: 


LLOYDS BANK, LTD. 














“GENTEX” 


Cotton and Rayon Piece 
Goods spun, woven and 
finished in one of the 
most modern factories in 
Ireland — they are fully 
equal in quality to the best 
products of other countries 


GENERAL 
TEXTILES 


LIMITED 
ATHLONE EIRE 
Phone: Athlone 54 Gr s Gentex Athlone 
DUBLIN CORK 


THE SOUTH OF IRELAND 
PUBLICATIONS 


Established |84 


The Cork Examiner 
CAN ASSURE ITS ADVERTISERS 
THAT IT IS BOUGHT MAINLY BY 
THE PURCHASING PUBLIC. FIRST 
MORNING PAPER TO REACH EVERY 
PART OF MUNSTER 


The Evening Echo 
THE PAPER THAT IS THE POPULAR 
‘EVENING’ IN THE SOUTH OF 
IRELAND 


Cork Weekly Examiner 
BEST ‘‘ WEEKLY " FOR YOUNG AND 
OLD — MOST POPULAR IRISH 
WEEKLY AMONGST THE EXILES 


Chief Offices— 


95 Patrick Street, Cork, Ireland 


DUBLIN—74 Grafton Street 
LIMERICK—61 Catherine Street 
LONDON—Fieet House, 58 Fleet 
Street, E.C.4 
WATERFORD—113 The Quay 


Phones—Cork 1746 (4 lines) 
Dublin 4 Editorial 78830 
t Commercial 70005 
Limerick 495 Waterford 216 


London, Central 5793/4 
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(ix) 
IPS A CASE oF 










so LITTLE FOR so MANY 
$ 


° 
tt 


Short supphes have become 

’ si a a > = - . os +s 
very short supplies. Restricted distribution 
has become even more restricted. 
But it is a fair distribution nevertheless. 
We would like to give you all 
you want, but until that day, 


be assured we do our best. 


NOT A DROP IS SOLD TILL IT’S SEVEN YEARS OLD 





PAID ON DEPOSITS 
Write or call for our Booklet, “Saving in 
Safety.” It will pay you to read it 





to aid the child-victims of ill-treatment and é Ne 
neglect, to secure for them proper care and attention, 
and above all, to rebuild family life. You can help ED UCATIONAL 
this great work in your recommendations to clients. 
A bequest to the National Society for the Prevention t ° + 
of Cruelty to Children means that the money will be / CcLée 
used to the greatest possible good. 


P’ Le o21€ YO11~4 41 hu r ve £ 


N ‘ S F P - C r C Assets over £2,500,000 





“a - | Educational Chambers 
Presiden j } ; 
ves dent: H.R.H. PRINCESS ELIZABETH Westmoreland Street, Dublin 
Information gia iy uppind on application fo ibe Director | 
N.S.P.C.C.. 2 Victory House. Leicester Sa..ondon. W’.C.2. | 
ee | ee “SALA. 











TWENTY FIVE 
YEARS AGO 


Twenty-five years ago Ireland's individual 
fortunes were at a low ebb. There was, 
however, a new spirit awaking in the land 
Prompt decision and resolute will guided us 
in launching New Ireland Assurance Com- 
pany, Ltd., to cater for Irish needs. To-day 
it is one of Ireland’s greatest Industries 


FUNDS EXCEED £1,500,000 


NEW IRELAND 


ASSURANCE COMPANY, LTD. 
Head Office—l2 DAWSON ST., DUBLIN 
M. W. O'REILLY, F.C.1.1., Managing Director 





IRISH NATIONAL 


INSURANCE CO., LTD. 


FIRE 
EMPLOYERS’ LIABILITY 
ENGINEERING 
ACCIDENT 
MOTOR 
GLASS 
MARINE 
AVIATION 


Head Office — 11 DAWSON STREET, DUBLIN 


Telephone — 75611 (7 lines) 


46-49 DAME STREET 
DUBLIN. 


| Redleudeal Gh G 
Sndepen ent SArish Ansurance oiInpuny 


BOW MAKER 


LIMITED 


Industrial Bankers 


SPECIALISED BANKING FACILITIES FOR 
INDUSTRY — COMMERCE — EXPORT — IMPORT 


Head Office: 
Bowmaker House, Lansdowne, 
Bournemouth 
Telephone: Bournemouth 7070 


BRANCHES THROUGHOUT 


London Office: 
61 St. James's Street, S.W.1 
Telephone: REGent 1481 
THE UNITED KINGDOM 








FOR 
INTERNATIONAL TRADE 


YOU MAY . 
AL BANK ON OUR SERVICE. IRELAND’S 
.' @. 


ae LARGEST LIFE OFFICE 


Bankers Codes 





Bentley's Complete 
Phrase 
Western Union—5 


The Munster and 
_einster Bank, Led 
Cork 

Letter 

Wood—2nd Edition 
Zebra — 3rd and 
4th Editions 


a Claims Paid Exceed £9,000,000 
Importers - Distributors - Exporters. Annual Income Exceeds 


£2,800,000 


Assets Exceed - - £11,000,000 





tion | THE IRISH INTERNATIONAL 
TRADING CORPORATION (CORK), 

pusun os ALL CLASSES OF LIFE AND 
Phone - a oo . - ROCKSAVAGE, 
ee penn a ENDOWMENT ASSURANCE 


— POLICIES ARRANGED 





SPECIALISTS INGROUP PENSION 


The | & GROUP ASSURANCE SCHEMES 
INSURANCE 
CORPORATION Quotations may be obtained 


from Chief Office or from 
our Representatives in all 
parts of the country 


of IRELAND Ltd. 





i/i Classes of 
Fire and = Aceident THE 


/nsurance 
IRISH ASSURANCE 
$1 SOUTH MALL, CORK COMPANY LIMITED 


r 8 DONEGALL SQ. E., BELFAST 
87 O'CONNELL STREET, LIMERICK 
5 GEORGE'S STREET. WATERFORD CHIEF OFFICE: HAMMAM BUILDINGS 
. a neo UPPER O'CONNELL STREET, DUBLIN 


5 GILTSPUR STREET, LONDON, €E.C.1 


Head Office: 36 DAME ST., DUBLIN 
Mi 








J. COGAN & SON | | 
LTD. 


MIDLETON, CO. CORK 


Vanufacture 


MADE IN 


‘sDRIPSEY ” 


is the guarantee of 





Quality, Style 
and Durability 


Tweeds. Overcoatings. 
Flannels, Surtings. 


| Blankets. Rugs. ete. 


DAE AI AD AP AL AG AP AP AP AP 


Specialities: 
Ladies’ Tweeds, Mantle 
Cloths, Boys’ Hard Wearing 


| 

| Only Make 
| 

| Tweeds, Overcoatings, Blan- 


the well -knoy 


BALLINCURRIG BLANKETS 





kets and Rugs 





¢ PD AL AP AL ID AD LD LP MP APPLIAN AMP PLL “ay 


| 
| 
DRIPSEY MILLS LTD., | 
| 


| CO. CORK | Midleton, Co. Cork 
| 


__ aS 








Goodwear Lid. 


MARINA 
CoRK 


Vanufacturers of 


LADIES’. MEN‘S and 


CHILDREN'S OUTERWEAR 
and UNDERWEAR 


Children’s 
Sox and Anklets 
and Boys’ T.0)T. 


“" MARINA ~ 
Brand Regd. 
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PALL LL DP PPP LL PAL AP AP APMP AL AP AD AL AT MPLP 


> SECURITY of 


> CAPITAL 
S ; a prime necessity to the prudent 
N Investor 


Many thousands of investors and 
depositors have made the Society the 
custodian of their funds since its incor- 
poration in 1882 and there are over 
10,000 open accounts at the present 
time with a total of £4,000,000. 





vidual Investments are invited in sums 
£25 to a maximum of £5,000 
Share Interest 2 nel Deposit Interest . ” 
Sa at ae “What’s the translation George? 
notice coithdrawal 


“Oh! They thank us for our quotation, which 
they have pleasure in accepting, etc., etc. And 
then they go on, ‘May we say how favourably 


INCOME TAX ON THE 
INTEREST IS PAID BY THE 
SOCIETY. 


Church of England 


TEMPERANCE AND GENERAL PERMANENT BENEFIT 


Building Society 


* Safe Investment’? booklet ‘“ B8.’’ 


6 & 7 NEW BRIDGE STREET, LONDON, E.C.4 


impressed we were to receive your letter and 
estimate typed in Portuguese’”’ 


SD SPADA ADAP AP ADAP AY AY AP AP ALAPAPAL LDAP ADAG AY AN GAO PSP AP APAL AP LPAI 


By means of interchangable keyboard 


commercial languages can be typed on o 


Imperial 
Typewriters 


are worth waiting for 


rporated 1882 


PALL APAL LD MD LDPE AP APPA PPA ADAP LM het MLA rl kl le La 
LP LP ALAA AP APIP ALAS PAL AF 


SLT 
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THE 


- || UNITED || PESMAN 
FRIENDLY | 72°" = ankers 


INSURANCE COMPANY, . = 
LTD. Fluctuations in 
Ineome and 
1 | | Employment 
Ln | LIFE, FIRE, BURGLARY, By Thomas Wilson, Ph.D. (Lond.). A detailed 
| SICKNESS, PLATE GLASS, analysis of the theory “of the Trade Cycle 
DRIVERS’ RISKS, HOUSE 
PURCHASE, ENDOW- Advaneed Hateh 
MENTS, Etc., Etc. 





By Hargreaves Parkinson. An extended survey 
of the theories and principles of the ‘‘ Hatch "’ 
system of investment. 25/- net 


Banker and Customer 





R. C. BALDING, 


Managing Direc tor. Provides students and practising bankmen with 
a clear account of the principles of English 
banking. Fifth Edition. 25/- net 


Published by 
42 Southwark Bridge Road, SIR ISAAC PITMAN & SONS, Ltd. 
‘ Parker Street, Kingsway, London, W.C.2 


By S. Evelyn Thomas and Maurice Megrah. 


—— + 


I ondon. 
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h when the farmer surveys his crops and prospects. 


} Yn ) + 
ne farmer can turn t 


oO his bank for counsel and help 


lancial transactions of this basic t 


yet ever changing 


interested in agricultural) 


MIDLAND BANK LIMITED 





Chairman 


The Rt. Hon. Lord Balfour of Burleigh, D.1 


Vice-Chairmen 


R. A. Wilson, Harald Peake, Sir Jeremy Raisman, G.C.LE.K.C.S.1 


Chief General Managers 


E. Whitley-Jones, A. H. Ensor 


Joint General Managers 


R.G. Smerdon, M.C., R. T. Fagan, D.F.C., E. J. Hill, F.O. Faull 


LLOYDS BANRK 


LIMITED 


HEAD OFFICE: 71, Lombard Street 











Mhettonal Pcvinctel 


Diunk Lemitedl 


offers a complete Banking Service 


Chairman : 
Capt. Evan Cadogan Eric Smith, M.C. 
Deputy Chairman : 
The Hon. Sir Jasper Nicholas Ridley, K.C.V.O., O.B.E 

Chief General Manager : 
William Hadwick 

Joint General Managers : 

R. H. Cutting, D.S.O., M.C. L. J. Williams H. V. Flather H. F. Willmot 





Head Office {fitlratior 
BISHOPSGATE , = COUTTS & COMPANY 


B.C.2 














DUNFERMLINE 
BUILDING 
SOCIETY 


Estp. 1869 
PRESIDENT Tue Rr. Hon. Tue Eart or Excin ano Kincarpine, K.T., C.M.G. 
The Society is now prepared to receive Share 
Investments, up to a maximum of £5,000, 
and will allow interest thereon at 


Per 2} J annum 


INCOME TAX PAID BY SOCIETY 
Prospectus on Request 
HEAD OFFICE: - ~ EAST PORT, DUNFERMLINE, FIFE 
Manacer: - ROBERT STODDART, M.A., LL.B., C.A. 
ASSETS : £5,000,000 RESERVES : £125,000 





ee 
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MANCUNIUM No.7 of a Series 


M ARCUS Aurelius Antoninus 
compiled a Roman Road book known 
as the Antonine Itinerary, and Man 
cunium is mentioned therein. Numer- 
ous Roman coins have been found in 
Manchester and a fragment of the wall 
of the fort built by Agricola still sur- 
vives under a railway arch near Knot 


Mill Station at the lower end of 





Deansgate 


Martins Bank has a District Office in Manchester and many branches in the city 


and surrounding areas. 


MARTINS BANK LIMITED 


Manchester District Office: 43 Spring Gardens, 2 
London District Office: 68 Lombard Street, E.C.3 
HEAD OFFICE: WATER STREET, LIVERPOOL, 2 











EVERY TIME 


YOU SEE A POLICEMAN 





THINK OF 





q d 
CHATWOOD 
for protection against 
fire and thief 
E SAFES, STRONGROOMS AND ALL SECURITY EQUIPMENT, SAFE DEPOSIT INSTALLATIONS, 
FIREPROOF OFFICE EQUIPMENT 
0 THE CHATWOOD SAFE AND ENGINEERING COMPANY LT. SHREWSBURY 
Agents for Etre: T. & C. Martin, Ltd., D’Olier House, 21-24 D’Olier Street, Dublin, C.s 

















Cycles 
Cosiietics 
Costumes 

Clocks 

Carpets 

China 


Chemicals 





are some of the goods bought from Great Britain by Australia 
and New Zealand. What other imports do they require’? What 


can they export to this country The answers to such questions can 


easily be supplied to businessmen by the Overseas Department of 


THE BANK OF AUSTRALASIA 


R urter INS) 





MIANAGER: G. C. COWAN 
| Head Otfice : 4 Threadneedle Street, London, E.C. 2 
| Ss d Branc 263 Strand, London, W.C.2 (opposite Australia House) 





lhe despatch ot British coods to Australian markets can U 
be developed materially by the services available from 

this Bank. Up-to-date information on Australian trade 
requirements, collected trom over 500 branches and 
agencies throughout Australia and other reliable sources 

is available to British Manutacturers and Merchants. 


iddress enquiries to the Information Department of :— 


THE NATIONAL BANK 
OF AUSTRALASIA LIMITED 


7, Lothbury, London, E.C.2 


Incorporated in V Other London Offices at Established 1858 


Australia House, Strand, London, W.C.2 and 8, Princes Street, London, E.C.2. 

















| eo 








Traders seeking to increase their import 
and export business, manufacturers, 
investors and all interested in expanding 


the fieid of their activities should explore 


the possibilities of Austral’a—a_prosper- 


ous and growing country. The first step 
is to obtain these informative Blue 
Booklets available free from your Bankers 


or direct from: 


~BANK OF NEW SOUTH WALES 


(Incorporated in New South Wales with limited liability) 
LONDON OFFICES: 29 Threadneedle Street, E.C.2, and 47 Berkeley Square, W.| 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 








EYES TO THIS? 














then why shut 
your eyes to the 
danger of worn tyres? 
HUMP 
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AX 


~| RENEW 
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WN WITH | 


2g DUNLOP 


THE WORLDS MASTER TYRI 
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We “TI think I'd like 


= — a White Horse 
at 


better than anything ”’ 


MAXIMUM PRIcES:—Bottles 33/4, 4-Bottles 17/5 
as fixed by the Scotch Whisky Association 


THE | 
UNITED COMMERCIAL BANK jj 


LIMITED 


(Incorporated in India / ability of Members is limited) 























2 ROYAL EXCHANGE PLACE, CALCUTTA 
fx) 
G. D. BIRLA, Esa., Chairman 
| 


AUTHORISED CAPITAL ............ Rs. 80,000,000 
SUBSCRIBED CAPITAL ............ Rs. 40,000,000 
2 ge) | errr Rs. 20,000,000 
og ren Rs. 4,500,000 





With over 80 Branches at the leading centres of Industry and Commerce in India Pakistan, 
Vialava and Burma, The | nited Commercial Bank is well equipped to serve Banks. 
Commercial Institutions and individuals carrying on business with India or intending to open 





nnections with that country B. T. THAKUR, General Manage: 
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PERCIVAL HUFFMAN 
(Manager, The Dominion Bank (Canada) 
President of The 
of Commerce in 


London) elected 
Chamber 


Great Britain, Inc. 


Canadian 
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OTTOMAN | 
BANK | 


(Incorporated in 
Turkey with 
Limited Liability) 


FOUNDED 1863 
CAPITAL - £10,000,000 
PAID-UP - £5,000,000 
RESERVE - £1,250,000 


The Bank transacts every 
description of English and 
Foreign Banking Business. 


BRANCHES throughout TURKEY and the 
NEAR EAST, including EGYPT, SUDAN, 
IRAQ, CYPRUS, PALESTINE, TRANS- 
JORDAN and ISRAEL. 
Affiliated 
Lebanon: 
LIBAN. 


and 
DU 


Institution in Syria 
BANQUE DE SYRKE ET 


LONDON Abchurch Lane, €.C.4 || 
MANCHESTER 56/60, Cross Street 
PARIS 7, Rue Meyerbeer 
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What makes a 


GOOD 
INVESTMENT 
lo-day ? 


otten 
private investors and by professional 
men charged with the responsibilits 
of advising their clients on financial 
matters. The comes from 
the Co-operative Permanent 
Building Society which offers invest- 
ment facilities abundantly in accord 
with present and 
‘These include: 

L Security of capital. 

2 Non-fluctuation of capital values 
3 Good interest. 


‘This is a question asked by 


ansWel 


needs desires 


4 Convenience. 
3 Freedomfrom Income Tax liability 
INVESTMENT OF PRIVATE FUNDS 


Investments are limited to a maxi- 


mum of £5,000. Invested money 
earns 2°, per annum, with the 
Society meeting the liability for 


income tax. Interest is therefore 
equal to £3.12.9. where tax has to 
be met at the full standard rate 
Capital is released on reasonable 
notice of withdrawal. 

Money invested is safeguarded by 
on private 


first mortgages mainly 


houses in owner occupation. 


WRITE FOR FULL DETAILS 


Requests are invited for literature 


and copies of the latest balance 
sheet which will provide ample 
evidence of a strong and secure 


financial position. 


CO-OPERATIVE 
PERMANENT 


BUILDING SOCIETY 
NEW OXFORD HOUSE, LONDON, W.C. 
Telephone : Holborn 2302 
CITY OFFICE: 50 CANNON ST., 
Telephone: City 1161 


E.C. 
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‘Recordak’ 
rules this out 


Take a look at YOUR record files. Are 
they occupying much needed space, or 
situated far from where they’re really 


wanted ? 
You can save 99 storage 
room ... make reference work 


simple, speedy and convenient... 
by letting Recordak copy your 
business records on 16mm. 
microfilm. 


Each tiny microfilm ‘frame’ 
will hold a quarto-size letter, 
exactly reproduced, photographic- 
ally accurate. With the aid of a 
*Recordak’ Reader, it’s a simple 
matter to find any particular ‘frame’ and 
project it full size on the self-contained 
screen 


Check the many possibilities of 
Recordak, today! 


Recordak Division of KODAK Limited 


€.C.4 Tel MANsion House 9936 
T. MANCHESTER, 2 Tel BLAckfriars 8918. 


Der 6, ADELA USE LONDON BRIDGE, LONDON 


‘ 
and at Il, PETE TREE 
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When occasion arises to 
discuss wills with custom- 


ers, mav we ask _ banker 
kindly to remember the 







great social and evangelistic 
| work of the Church Arm, 
Help by a legacy is _ ver 
| greatly appreciated. Lega- DRY ELY 
“Pe ‘= emt tr 
ies can be allotted to a | SHERRY 
| | | £ 
testator | ‘i 


Forms of bequest and full 
{ particulars may be obtains 


from The 


A IRY PLY SHERRY he ideal aper ind 

CHERC H : Obtainable all 

7 - Lo FINDLATER MACKIE TODD & CO. LTD. 
LONDON, W.! HOM. 7 


specified object and named | 
“In Memoriam” of th E 


Wigmore Street, London, W.1!. 
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A VOICE SPOKE AT POLICE H.@. 

‘frame’ { 
re letter, “ARMED ROBBERS \_! 
ographic- HAVE ENTERED... > \_ 

aid of a Banks can now protect their staffs simply and effectively by means Pi rn — 
a simple of the Burgot Burglar Alarm. A device which the intruder can sy i, 
ume’ and neither see nor hear operates instantly to sound a spoken alarm 
ontained at police headquarters. Why not see for yourself the foolproof 

protection afforded by the Burgot Burglar Alarm ? Demonstrations at 

f our showrooms can be arranged by 
l es ) ° - 

—n appointment aa 

Descriptive Brochure sent = on 
request 
BURGOT RENTALS LID. adie 
— 33-41, WESTBOURNE GROVE, LONDON, W.2 BAYswater 2488 
THE LONDON COMMERCIAL 
Vere’ TS ANY 
INVESTMENT COMPANY Ltd. 
Members of the Association 
of Stock and Share Dealers 
@PROVIDES additional capital to 
small businesses 
@® NEGOTIATES sales of shares in 
private Limited Companies 
@ INTRODUCES buyers for shares 
of one or more retiring directors 
@ACTS as Consultants to private 
investors, and negotiates partner- 
ships and directorships 
@ ACTS as Company Registrars and 
ind Secretaries 
il 
> ' a ei 
LTD. t Broad Street Place, E.C.2 





Telephone: London Wall 1835 












ABBEY NATIONAL 
DEPOSITS rrou £5 Tro £5.000 








Consider depositing Ask for particulars, 


your money at 13° together with form of 


per annum, income application, at Head 


tax being borne by the Office or any branch. 


Society. Withdrawals Sums from £5. to 


at anv time on one 5.000 are accepted 


month’s notice. from any individual. 


ABBEY NATIONAL 
BUILDING SOCIETY 


£87.000.000. HEAD OFFICE: Abbey House, Baker St., London, N.W.1 
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| TO BANK MANAGERS 

| Please consult us—we have been established since 
772 — regarding your customers’ JEWELLERY & 
ILVER. We will gladly advise you free of charge. 


SPINK & SON. LTD. 


Medalists 5,6 and 7 King Street, Tel.: WHItehall 5275 
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oe Paper spreads itself 


Paper is a world-wide affair. Across the North Sea 
in Norway and Sweden and on the other side of the Atlantic 

in Newfoundland, Bowaters mills are steadily increasing their out- 

put of groundwood and sulphite pulp. From these widely separated 

sources come most of the raw materials required for Bowaters paper 

and board manufacturing operations. To meet Bowaters’ demand in 
Britain alone for groundwood pulp, which is produced by grinding bark- 
stripped logs against giant revolving grindstones, over a quarter of a million 

tons are imported and distributed to their mills each year. The vast 


scope and potentialities of the pulp and paper trades have been con- 


| 


tinuously developed by the Bowater Organisation for its customers 
during the last half century. It is equipped to handle every 


aspect of this complex industry on an international scale. 


Issued by THE BOWATER PAPER CORPORATION LIMITED J ondon 


REAT BRITAIN NEWFOUNDLAND AUSTRALIA SOUTH AFRICA "i Pr 


NORWAY WEDEN 




















The Tied House System 


Nearly twenty years ago, the Royal Commission 
on Licensing found that under a good and careful 
brewer the * tied house * system operated advantageously 
and produced excellent results. 

Under this system, the English inn has grown in 
usefulness and good repute as a centre of social life. 
lhe brewer has been able to avoid waste in production 
and distribution with much benefit to the customer, and 
to supply beer in fine condition. Mine host has remained 
as master in his own house, even if it be one which he 
could not afford to buy and for which he pays a low or 
merely nominal rent. 

The system has not restricted the customer’s choice 
of beer. Customers are generally able to choose between 
the * tied house ’* of one brewer and another, and hence 
between their beers. There are more than 2,000 different 
beers now being brewed by the 500 or 600 brewing 
firms in the country, and each of them finds its way 


into some of our inns. 
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Record 
Security 


is the tithe of an informative book which 
describes and illustrates Chubb fire-resisting ° 
equipment designed for the protection of your 
office records. Photographs show how Chubb 
equipment protects vital documents in the 
severest fires. Also pictured is a wide range of 
interesting security installations in use today, 
all made by Chubb. A book to read and file 
for reference—WRITE FOR A COPY NOW. 
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CHUBB & SON’S LOCK AND SAFE CO. LTD. 
Vakers to the Bank of England 


40-42 OXFORD STREET, LONDON, W.1 vase tin 
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MILNERS’ BANKERS’ DOORS 


The Vor, t-lamo S rell- 
bility of Milners’ Bankers’ 
Doors and the security 
they give, can be attributed 


ya century s experience 
sus a constant determin- 
ition to improve and 


levelop 


Milners- 
the safest Safe investment/ 


MILNERS SAFE COMPANY LTD. 


Security Engineers and Contractors 


HEAD OFFICE: 58, HOLBORN VIADUCT, LONDON, E.C.l. 


Telephone: CENeral 0041/5. Telegrams: Holdfast, Cent, London. 


Factories: Phoenix Works, Speke, Liverpool. Telephone: Hunts Cross 1281/6. 
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ALLIANCE 


ASSURANCE CO. LTD. 
HEAD OFFICE: BARTHOLOMEW LANE, LONDON, E.(¢ 
stablished 1824 
INSURANCES OF ALL KINDS 
FIRE - MIARINE - BURGLARY and THEFT 


Accidents of all kinds Motor Vehicles 
~ Estate Duty Policies 
Children’s Deferred Assurances 


LIFE (with and without profits) 

Family Protection 

and Educational Endowments Annuities 

Special terms granted to Bank Officials in respect 
of Assurances on their own lives. 


The Company undertakes the duties of Executor and Trustee. 


HENRY BUTCHER 


& CO. 


SPECIALISING IN THE 


Sale and Valuation FACTORY 

of AGENTS 
Industrial Properties FIRE LOSS 
Plant and Machinery ASSESSORS 


HEAD OFFICE: 


73 Chancery Lane, LONDON, W.C.2 


Grams. : 


Penetrancy, Holb., London 
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he says he’s too busy 


NOT to see you... 








What’s on this caller’s card that opens the door to a busy executive’s 
office ? It’s just a symbol in the corner — the + of Burroughs. 
You see, that symbol stands for an organization whose job is to 
help save time. Through daily contact with all kinds of business, 
Burroughs is familiar with current problems in figuring, account- 
ing and statistical procedures — and how they are being solved. 
Burroughs knows time-saving trends in machine application. 
Burroughs has a complete line of machines that get figure work 
done in less time, at less cost, with less effort. 

That is why busy men welcome the visit of a Burroughs representa- 
tive. They know it takes time to save time. They know that time spent 
with a Burroughs man is a good investment. Phone him to-day. 
Regent 7061. Burroughs Adding Machine Limited, Avon House, 


356-366 Oxford Street, London, W.1, and principal cities. 


WHEREVER THERE’S BUSINESS THERE’S 


oo mom Burroughs 


A new factory is nearing completion ets STRATHI EVEN, Scotland 
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A Banker's Diary 


fuis has been a depressing month. The spectres of falling prices and profits, 
of unemplk yon nt and labour troubles, of dollar shortage and gold losses have 
oubled the sleep of most investors—and of many others 


Dollars hesidlinn. Though British exports in May achieved a fair 
and recovery after their steep decline in April, they remained 
Unemploy- below the average for the first quarter of the vear. The recent 
ment totals, moreover, have been sustained by the rush to clear 


shipments to South Africa before the new controls took effect. 
fhus have exports to soft currency areas been masking the effect, within the 
published totals, of the decline in exports to dollar markets. As the Chancellor 
recently emphasized, exports to the United States in the first four months of 
this year were some 14 per cent. below their average for the last quarter of 
1948—and the May figure was not perceptibly better, though larger shipments 
were made to Canada 

It is not yet Clear whether a deficit is re-emerging in the balance of payments 
as a whole, but the dollar deficit shows no sign of receding from the level of 
about £300 millions a year. On the contrary, it threatens to widen further, 
partly because of the increasing difficulties British manufacturers are experi- 
encing of keeping a foothold in the American market, and especially because 
of the declining dollar values of the sterling area’s exports of primary produce 
—notably cocoa, wool and rubber. It is becoming clear that Britain will lose 
more on these swings than it gains on the roundabouts of falling import costs 
—since the potential savings here are whittled down by continuing long-term 
contracts for Government purchases. These particular hard-currency difficul- 
ties, actual and prospective, are moreover being aggravated by the drain of 
gold to non-dollar countries to which attention was drawn here last month. 
It was recently disclosed that in the first eight months of the operation of the 
Intra-European Payments Agreement—that is, to end-May—Britain lost 
nearly {22} millions to O.E.E.C. countries. Of this formidable sum, {12.2 
millions went to Belgium, £5.6 millions to Switzerland and £4.7 millions to the 
Bizone ; the rate of drain to Switzerland has been particularly heavy in recent 
months (and may rise further in view of a recent agreement whereby, in ordei 
to dry up the supply of depreciated ‘‘ B”’ pounds, the Swiss authorities have 
been persuaded to buy all ste rling arising from current financial transfers). 

In such circumstances, the risk of another dollar crisis may be looming on 
the horizon, despite the continuance of Marshall Aid. When E.R.P. began, 
the Chancellor made it plain that Britain would at all costs have to keep its 
gold reserve intact during the four-year period ; he made the assumption that 
dollar “‘ viability ’ would be achieved by 1952, yet he still affirmed that the 
country would need then a gold reserve of over £500 millions. Both that 
assumption and that minimum reserve are now threatened. In default of more 
fundamental remedies, the only means of protecting the reserve = be by 

uts and a new austerity. As successive “‘ Economic Sut have 
demonstrated, there are few « cuts which could be made without wrote s y at the 
basic flow of supplies, and thus of provoking unemployment. That fact has 
long been well understood by all realistic observers ; but it has lately gained a 


new import c 
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ew and rather ominous significance from a warning uttered by the Economi 
Secretary to the Treasury, who is not in the habit of rubbing in unpalatable 


ii 


ome truths unless the need is very compelling. “If there is any risk of un- 





nployment,”” he declared, “‘ it is most likely to come from lack of dollars 

fhe United Kingdom and the other members of the sterling area as a 

still buying too much from the dollar area and selling too litth 

(his cannot go on indetinitely, and anyone who ignores or belittles this problem 
isleadi British public, and arousing false expectations ” 

AINST such vackground, it is hard to draw much consolation from the one 

ssuring ‘nt of the month—the firm stand made by the Chancellor, at the 

Blackpool conference of the Labour Party, in defence of his 


Chancellor prices and incomes policy. To the relief of the City, Sir Stafford 


on did not make the further political drive against profits which 
Costs and had seemed to be foreshadowed by an extraordinary outburst 
Profits during the debate on the Finance Bill, when he spoke of 


} 


‘ frightfully high profits "’ as the obvious source from which 

» finance price-reduction in aid of the export drive. This contention was 

indeed, readily refutable from the arguments in the Budget speech—not to 

nention the new official figures of profits and the fact that the curve is now 

tainly past the peak. Happily, Sir Stafford himself had second thoughts, 
ind duly made the amende honorable at Blackpool. 

But, apart from this, his speech there was almost wholly barren. People 
well versed in economic matters are always glad to find the Chancellor sticking 
to his guns when assailed by his numerous critics, some of whom may be 

given for being less well-informed. But a highbrow argument reiterating 
the familiar case for the disinflationary policy and for a tough budget 1s 
calculated neither to enlighten the many who have never yet understood that 
case nor to — how, by itself, it can possibly break the growing deadlock 
1 Britain’s economy. The Chancellor’s policy, which was actively constructive 
at the time it was launched—because the crying need then was to lift the 
shing weight of inflationary pressures from Britain’s drive for production 
nd exports and critical inv stment ot itlays—has now become merely passive. 

At best, it can hold the line and prevent a return to foolish and patently 
inflationary techniques: as Sir Stafford himself said, ““ you cannot possibly 
find any solution . . . by juggling with money incomes or finances or fiscal 
measures ’’, Quite; but where can a solution be found ? The Chancellor still 
vuuts his faith in an improvement in efficiency as a result of exhortation and 

‘w investment, which he hopes will so reduce costs as to build up Britain’s 
competitive power (without, he would affirm, any devaluation of sterling). Does 
ven he really believe that this incredibly difficult progress can be achieved, 
in shrinking dollar and sterling markets, without increased incentive and 
without a substantial easing of the burden of taxation made possible by a real 
retrenchment ? Or, given the political deadlock, is he waiting for dollar 
shortage to impose the retrenchment by ee ? And would he 
then, if this harsh medicine were administered willy-nilly, forbear from at 
once prescribing soothing syrup which rion merely frustrate “ nature’ 
remedy” ? The frustration, even then, ven be only te maperety. It is better 
to find a more humane remedy while there is yet time. But the Government 
loes not seem to be even looking for one. 
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THE various fears an 1 uncertainties discussed above have this month exerted 
their first major effect in Throgmorton Street, where the atmosphere has “is n 
f almost unrelieved gloom. Apprehenstons sheuk the 
The general course of trade, though noticeable in City circles for 
Break in some months past, seem only recently to have begun to trouble 
Markets the investing public as a whole. Just about the time that the 
pe issue of THE BANKER went to press, a persistent stream 
of mainly small selling orders began to undermine the market level established 
about the time c ‘the Budget. Until the third week of June there was an 
almost continuous decline. The ordinary share index of the /tnancial Times, 
which in mid-May was steady at around 115.0, dropped mid-June to the 
low point reached during the convertibility crisis of aa and a fortnight 
_— touched a new post-war nadir at 100.1—some 22 points below the 1949 
veak reached at end-January. The market, it seems, has lost the capacity 
to respond to such stimuli as news of good profits figures—or, indeed, to any 
statements which merely record past achievements. Its gaze is now firmly 
focused on the future, and particularly upon such indications as the com- 
plaints by company chairmen of rising costs and their frequent warnings of 
the probability of a decline in profits, especially in those from the increasingly 
difficult export business. In these circumstances, despite the technical divorce 
of London and Wall Street, movements here are beginning to follow fairly 
closely the trend of transatlantic prices for commodities and securities, now 
regarded as the barometer of business recession generally. 
During the early part of this phase of weakness, the gilt-edged market was 
relatively resistant, except for a reaction, towards the end of May, from the 
firm position rather Rage arg produced by the launching of the Gas Stock 


1 
| 
i 

1 
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earlier in the month. Prices of gilt-edged were, however, slowly worn down. 
Then, towards the end of June, they broke badly as ev idence of the gold and 
dollar difficulties accumulated. They were also disturbed by reports of an 


impending large funding operation by the Imperial Tobacco compen. This 
sensitiveness to the prospect of competition from first-class industrial pre- 
ference issues shows plainly the route by which weakness in industrials is 
communicating itself to gilt-edged and other fixed-interest securities. In seven 
weeks since the boomlet associated with the debut of the Gas Stock, yields on 
many gilt-edged stocks have been raised by fully } per cent. ‘“ Daltons ’”’ now 
yield 3 9/32 per cent., and Transport Stock (1978-88) yields 3 3/32 per cent 

while 34 per cent. War Loan (1952 or after), until recently priced as a “‘ short ”’ 
now offers the same return as Consols. 


THE labours of the Organization for European Economic Co-operation have, 
during the past month, been focused on one objective, to the exclusion of 
almost everything else—the amendment of the [ntra-European 


Intra- Payments Scheme which was due to be renewed at the beginning 
European of this month. It was to this subject that the consultative 
Payments sroup of O.E.E.C. ministers devoted two meetings in June. 


Che work of amendment has been long in preparation and at 
every step has been helped (some might say retarded) by American oe 
tion. This intervention has been guided by the traditional desire of the United 
States to see restored in Europe a system of convertible currencies and multi- 
lateral trade 
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The I.E.P.S. offers particular scope for such a campaign, since it plays a 

considerable part in determining not only the pattern but the character of 
intra-Eur — trade. It was for this reason, as we noted last month, that 

the E.C.A. officials in Paris suggested that in the new version of the Payments 
Schem« th drawing rights should be not merely transferable within the group 
of O.E.E.C. countries, but should also be convertible into dollars. In this 
demand the United States officials have received support from a number of 
European countries and notably from Belgium. The British attitude to this 
proposal has been cool. With gold oozing out of the reserve through many 
pores—Canadian, Swiss, Belgian and Persian, among others—the desire to 
protect the reserve from further unplanned encroachments 1s understandable. 
rhe British representatives have not been content to put up a negative defensive 
front in these discussions. Sir Stafford Cripps has produced his own scheme 
for the dismantling of quantitative obstacles to intra-European trade. It is a 
suggestion for the granting of ‘‘ open general’’ import licences for a long list 
of goods entering intra-European trade. The granting of such licences would 
be strictly re ciprocal and would not suffer from the defects which all too often 
have surrounded that well-meaning invention, the “ most favoured nation 
clause They would also be granted in such a way as to involve a minimum 
risk of so far upsetting balances of payments as to cause gold losses. 

The basic differences in economic philosophy which this dispute symbolizes 
go back to the debates on non-discrimination which began when the Lend 
Lease agreements were negotiated and the famous article seven was hammered 
out. These differences have since run through the whole course of economic 
and political relations between the United States and Great Britain. They 
concern the kind of trading world in which the Western democracies wish t¢ 
have their being and, in particular the kind of economic system which the 
United States wishes to see created as a result of the expenditure of their 
Marshall dollars. In so far-ranging a debate it will be long before the last 
word has been said. 


AFTER prolonged negotiations, the commercial pact with Argentina has at 
last been signed. Agreement in principle was announced at the beginning of 
june and the formal agreement was signed three weeks later 

Agreement [In principle, the arrangements made are essentially bilateral. 
with [rade between the two countries is to be financed in sterling 
Argentina and will, so far as possible, be made to fit within the pattern 
of bilateral equilibrium. This implies that neither country will 

have to extend credit to the other. It will, however, be impossible to achieve 
even qLregny pes So NE in the by-eaoapatlaotae soe two-way current pay- 


run for five years, os entina will be ane upon to increase its holdings of 


sterling beyond the £60 millions or so at which they now stand. These accumu: 

lations of sterling are to be covered by a dollar exchange guarantee but not 
should be noted, bv a guarantee . mine. 

Phe commercial agreement enunciates a number of commodities which are 

ent s two-way trade. Quantities and sali s are, however, specified 

for 1 t, tl ll-important item in the general agreement. It is specified 

) rentl will deliver at least 3¢ is of meats 

erik to AC ( I pric 


d 
fr 
oO} 
ir 


b: 


be 





plays a 


cter of 
h, that 
yments 
group 
In this 
aber of 
to this 
. manv 
sire tO 
ndable. 
fensive 
scheme 
[t isa 
yng list 
- would 
o often 
nation 
nimum 


bolizes 
e Lend 
amered 
onomic 

Chey 
wish tc 
ich the 
yf their 
he last 


has at 
ning of 
s later 
lateral 
sterling 
pattem 
try will 
ichi Ve 
it pay- 
*h is te 
ings ol 
ccumu:- 
ut not 


ich are 
Hecihec 


ifier 


A BANKER'S DIARY 5 





to be paid for the first year is {97 10s. per ton, compared with £76 per ton 
paid under the now lapsed Andes agreement. The meat deliveries are to be 
stepped up gradually and for the whole currency of the agreement are expected 
to average about the pre-war level of 500,000 tons a year. For all other com- 
modities, whether to be supplied by Argentina or by Britain, the negotiators 
confined themselves to general indications of the quantities that would be 
shipped and avoided any commitment on definite tonnages or prices. The 
main deliveries from the sterling area to Argentina will be coal, of which some 
1,700,000 tons are to be shipped each year, and liquid fuels, of which annual 
deliveries are to be in the neighbourhood of 5 million tons. In order to balance 
the bilateral account Argentina will take a much increased volume of imports 
vf British consumer goods and will also step up considerably her imports of 
capital goods. On the assumption that the two sides of the account will balance, 
the dollar legge we which has been offered to Argentina will not have to be 
put into effect, whatever may happen to the dollar-sterling exchange rate. 
Almost as Daten as the fact that this agreement has been ne gotiated 
ind signed is the resentment it appears to have caused in official circles in 
Washington. The State Department has made strong representations about 
its bilateral character, complaining that it is essentially discriminatory and 
that the five-year period for which it has been negotiated causes it to extend 
well beyond the transition period for which, under the Charter of the Inter- 
national Trade Organization, signatory countries are excused the full rigours of 
the code which it embodies. Discussions on this issue are still continuing. 
They and their like may be expected to hold a prominent part of the diplo- 
matic stage so long as the necessities of Britain’s balance of payments cause 
her to compromise with those principles of completely free and multilateral 


T 


trade which the United States Administration has so much at heart. 


AFTER the good impression created by the banking figures for April, the 
clearing banks’ statement for May proved to be particularly disappointing. 
In the earlier month net bank deposits, on an annual com- 
Credit parison, had shown their first decline for a decade; but in 
Expansion May they rose by nearly {24 millions, in contrast with a fall 
Resumed of £32 millions in the corresponding month of 1948 and one of 
£22 millions in 1947. Once again, therefore, the total shows a 
perceptible rise on the year. Superticially, this change of trend seems to be 
ws to governmental demands, for, while investment portfolios expanded only 
fractionally, advances declined by nearly £8 millions. As a measure, however, 
of the credit requirements of industry, this last movement is deceptive. Early 
in May, as noted here last month, the Gas Council repaid fully £30 millions of 
bank indebtedness incurred by the now nationalized Gas undertakings ; if 
allowance is made for this repayment, it appears that the demands of other 
borrowers must have expanded during the month by some £24 millions. The 
repayments, however, were not a source of credit deflation ; although the Gas 
Council oste nsibly financed itself by selling {40 millions of Gas stock to the 
National Debt Commissioners, the Commissioners themselves must have been 
put in funds—at least to the extent of the sum repaid to the banks—by 
increased Treasury borrowings on T.D.R.s or bills. Such borrowings, indeed, 
explained the greater part of the increase in the bank’s holdings of money 
market assets and T.D.R.s during the month. 














6 THE BANKER 





\ithough the immediate cause of the renewed credit expansion thus seems 
to have originated in the private sector of the economy, governmental demands 
on the banks have been larger than might have been expected from the trends 
shown in the Exchequer return. The above-line surplus in this first quarter 
of the financial year has been running far below its 1948-49 level ; in the 10: 
weeks or so to June 11, the decline exceeded {150 millions. Even so, during 


May, Change on 

1949 Mont? Year 

fm fm {m 
Deposits 5872.4 ‘3.5 3.09 
True Deposits * 5689. 3 t 23.¢ + 47.3 

of 

Cast 487.1 (8.29) i3.1 - 0.9 
Money Markei Assets j 1313.6 (22.3) 34.0 t+ 136.8 
Call Money : 497.9 (8.4) + 17.4 + 43.9 
Bills . 815.7 (13.9) L 16.6 $ 93.9 
freasury deposit receipts .. 1036.5 (17.6) ) 211.0 
nuvesiments plus Advances 2928.7 (49.9) 7 .« + £27.2 
Investments 1501.9 (25.6) ©.9 + 25.1 
Advances 1426.8 (24.3) 7.9 + 102.2 

* After deducting items in course of collection. ¢ Ratios of assets te published deposits 


the period approximating to that covered by the latest banking return, the 
above-line surplus exceeded net outgoings below-the-line by some £30 millions. 
Despite this apparent ‘ overall "’ surplus, the authorities borrowed from the 
banks an appreciably larger sum than was required for repayment of the Gas 
advances—which suggests that they must still be facing a considerable drain 
for the repayment of overseas holdings of floating debt. 


WHEN a country’s commercial and payments relations with the rest of the 
world are governed mainly by bilateral agreements, there can be few seasons 
of the year when its representatives are not actively concerned 


Trade with commercial and financial negotiations of one kind wi 
and another Seldom, however, have the juggiers in Great George 
Payments Street and Millbank, to say nothing of those in Threadneedle 
Talks Street, had to keep so many balls in the air at one moment as 


in the last few weeks. Apart from the marathon negotiations 


with Argentina, there have been talks with India and Pakistan, Sweden, Spain, 
Belgium, Yugoslavia and Czechoslovakia. 

lhe discussions with India and Pakistan were needed any case to hx 
new hard currency allocations for those countries for the year to June 30, 
1950. But India has used up its available sterling resources so rapidly that pre- 


vious arrangements for releases from immobilized sterling balances are being 
revised. This necessity has introduced a new and important clement into the 
egotiations with this country. 


The talks with Belgium have inevitably merged into the wider discussions 
on intra-European payments and must be judged in the light of that particular 
problem and of the general unwillingness of Britain to lose any more gold to 
its O.E.E.C. colleagues. Belgium has asked for an extension of the number of 
countries which are allowed to pay for Belgian imports in sterling. The position 
which Belgium would like to re-occupy is that of full membership in the trans- 


ferable account system. It is unlikely that this can be acceded so long as the 
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present gold point remains in the Anglo-Belgian financial arrangements. 

The talks with Sweden are taking place against the background of an 
accumulating British deficit with that country. This accumulation represents 
a sharp reversal of the trend apparent in 1948, when Sweden’s sterling balances 
were drawn down from some £35 millions to little more than £20 millions. 
Since then Swedish importers have found British prices too high and the 
volume of trade between the two countries envisaged in the 1948 agreement 
is not in fact being realized. The talks with Spain are meeting the same 
obstacle but in the reverse direction—through the excessive prices quoted by 
Spain for most of the goods which Britain would otherwise be only too willing 
toimport from that country. Spanish citrus fruit, in particular, is too expensive. 
The more the Spanish position is studied, the greater appears the desirability 
of a substantial depreciation of the peseta. 

It will thus be seen that in all discussions with the countries of Western 
Europe the position is dominated by the disparities in the evidently artificial 
structures of prices and costs. This situation demonstrates again the need 
for some general solvent such as a widespread adjustment of exchange rates. 
The talks with Yugoslavia are inevitably taking place in an atmosphere 
highly charged with political influences. The broad outlines of a long-term 
agreement to take the place of the short-term agreement signed a few months 
ago have been agreed. The matter of compensation for nationalized British 
assets has still to be specifically dealt with. In view of the increasing economic 
pressure on Yugoslavia from its former Cominform colleagues, the prospect 
of closer agreement with the West may be favourable. 


fHE Bank for International Settlements in its nineteenth annual report reads 


an extremely topical sermon to its members. It extols the virtues of the 


rice mechanism and condemns in no uncertain terms the 


t 

B.S. retreat into insulated rigidity which, over a large part of the 
on world, threatens to harden into a habit that will well outlast 
Exchange the transitional] ditficulties to meet which it was conceived. 
Rates At no point does the B.I.S. deal with this general subject more 
ppropriately than in the context of foreign exchange rates. 

Among the exchange developments of recent years, it pays special attenti 
to the introduction of official “‘ free’’ rates in Italv and France bv which 

deliberate attempts have been made to reduce the disparity between tl 
official rates and the rates quoted for bank notes on such free markets as thos« 

in Switzerland and the United States. These steps, it should be added, hay 


i 
. ¢ ~~ } 171 , } , - : . 144 - 4 a3 4 ’ 
m each case been supplemented by appropriate measures OF credit restrict'on 


on the domestic market. Practice has shown that a reduction in the margin 


of disparity to less than 10 to 15 per cent. usually allows the official control 
to collect most of the exchange brought in bv tourists, but that once th 
disparity becomes larger than that, this particular source of foreign exchange 
begins to run dry, through diversions into non-official channels. The B.I.S 


considers that, in trying thus to find a solution of their exchange problems, 
Italy and France have operated “ along the lines of flexibility of exchange 
rates but a flexibility practised with a view to stabilization ”’ 

The report appears to commend this line of policy, which it defines as being 
‘more or less in conformity with the time-honoured methods of the past 


ie that cn he at ‘ . i ea ¢ Bike = ee 
It adds that su ss might aiso crown other methods of reaching exchange 
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jullibrium, including a sudden alteration of the whole exciaige rate siructure 
ving a modification of the parities. A new equilibrium could, however, 
stablished by such means only “ if the judgment of those who decree the 
change is sufficiently reliable and if the exchange policy is sufficiently co- 
linated _— ae. rm policies in other fields and especially as regards 
lget and ¢ conditions ’. Reading between the lines of the report, it bile 
is fairly ey ident “that its authors do not rate the chance of this reliability and ans 
iscience very high. In present circumstances they would presumably prefe1 sale 
t] french and [talian techniques of allowing a freely moving rate, duly i 
backing this by correct fiscal and credit policies, and then using the rate to The 


measure the genuine temperature of exchange relations—and proceeding only ale 


‘reafter to lefinite stabilization. The maintenance of exch inge rates app 
it obviously artificial levels is one of the rigidities against whieh B.S. Phd 
report opens up the full battery of its critical analysis this vear. ot 
‘i 7" ; dee] 
[HE work of the Committee appointed by the Chancellor of the Exchequet way 
last month to enquire into the computation of trade profits for tax purposes — ¢ «7, 

should have an importance far transcending the apparently | 
Profits limited and technical nature of its task. This investigation bias 
for Tax foreshadowed in the Budget speech, is a necessary preliminary © gj), 

Purposes to a study of the whole question of the incidence of taxation in 

n industry and of the pressing problem of the erosion of | y,, 
industry's capital resources through the operation, in an inflationary phase, of | t,o, 
the traditional Revenue practice cf calculating depreciation by reference to had 
original cost. if the new committee's analysis can clearly reveal the anomalies |... 

present fiscal practice and can show the inadequacy of recent reliefs—in the © o¢ 4] 
form of increased “ initial allowances ”’ \ hich are, in effect, merely an interest- | j,,). 
free loan from the Exchequer—as a means of solving the problem . inflated | fon 
eplacement costs, it will make an important contribution to the drive for | guct 
uidustrial efficiency. The Committee is appropriately small, with a well- & noo] 
chosen team, including an eminent accountant, a former Chief Inspector of * 4, , 
bax wo industrialists and a trade unionist. The chairman is Mr. James | ¢5 7, 
M hucker, kK. reall 


ist become possible to revert to the traditional practice, necessarily | jp 4 


ispended since the early years of the war, of printing the Index to TH! Pres 
BANKER in the issue following the peried to which it relates. for ; 

index Enquiries having shown that readers generally bind their | pin 
to copies for half-yearly or yearly periods, it has been felt that to st 

‘* The their convenience ne be better served by a half-yearly in th 
Banker"’ index than by the quarterly re lagen which was customary cont: 


before the war. This issue of THE BANKER accor lingly incor- | pron 

rates the index for the first half of ony The next compilation, covering oie 
the second half of 1949, will be printed in the issue for January, 1950. So far | of ¢p 
is paper supplies permit, it is h oped rogressively to extend the scope of the | whic 
cross-referencing. over: 
Under the emergency arrangement of recent years, a separate index, T 
covering either years or half-years, has been provided without charge to those | yjn¢, 
subscribers who asked to receive it. Limited supplies of the index for the since 
vear 1948 are still available. an al 
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America—Recession or Slump 


URING the past few weeks the business situation in the United States 
[ oss clearly taken a turn for the worse. Until the spring of this year 

ene were widespread hopes that the recession which became uniis- 
takably apparent in the closing months of 1948 would be no more than a 
mome ntary hesitation in the basic upward trend of American production and 
prosperity. It was felt that this setback in the movement would soon be 
made good in the spring revival of 1949. Those hopes must now be abandoned. 
The spring admittedly brought with it the hint of a seasonal recovery in retail 
sales. But the flickering hopes which this may have induced were soon dis- 
appointed. Production and sales have again dipped in no uncertain manner. 
Sensitive commodity prices have broken. Wall Street, if it is to be trusted as 
a harbinger of economic events, has unmistakaoly pointed the way to 
deepening depression. Is a real slump of the recognizable cyclical type under 
way : Are we to believe those American prognosticators who now envisage 

90,000 unemployed by the end of 1949 ? 

Before facing up to these questions it may be well to (ill in the salient 
historical details of the recession to date. Most of the relevant indices will be 
found in the table on page 11. According to these indices the real turning 
int in the American business situation appears to have come in October and 
November of last year. There had, admittedly, been premonitory hints of 
trouble well before then. The prices of cereals and other farm commodities 
had begun to break early in 1948. There had been significant weakness in the 
so-called grey market for steel, that most sensitive measure of the real scarcity 
of this basic commodity. But these could be, and were, dismissed as merely 
isolated and insulated phenomena, deriving from the bountiful harvest and 


from activities in a barely recognized and unofficial market. Industrial pro- 
luction in the United States continued to rise and in fact did not reach its 
peak until October of last year, when the Federal Reserve index number rose 
to Igy. Nor was it until the closing months of 1948 that unemployment began 


to rise steeply. It was about the same time that Wall Street made its first 
eally severe decline and that business failures began to mount. 

Even these first pointed hints of recession were, however, largely ignored 
in the hurly-burly of the Presidential elections. And upon the re-election of 
President Truman such signs of trouble were not merely ignored, but were 
for a time positively disbelieved. This is hardly surprising. If we turn our 
minds back to the Truman Presidential campaign we shall find ample material 
to suggest that his re-election would be the signal for a new inflationary wave 
in the United States. He was the only candidate who promised the farmers a 
continuation of the price support policy. He held out wide and handsome 
promises to labour. It was largely on the agricultural and iabour vote that he 
was swept back to the White House. Later, these inflationary interpretations 
of the election results were reinforced by the Pre side nt’s inaugural speech, in 
which he promised a new edition of the ‘‘ New Deal’, a great extension of the 
overseas development programme and wide social security legislation. 

The President himself and his advisers appeared to have been fully con- 
vinced of the inflationary character of the atmosphere they were creating, 
since the first legislative task to which they set their hand was the tabling of 
an anti-inflation bill. This, it will be recalled, provided for greater powers to 
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control the banking and credit situation, rationing of scarce materials, selective 
control of prices (to prevent their rise, not their fall) and, finally, Government 
intervention in industry to stir up competition where this was needed and tc 
encourage such allegedly laggard industries as steel to expand their capacity 

Never was a piece of legislation more out of tune with the times. During 
the hearings on this bill and for some months thereafter the spokesmen for the 
Administration continued to sing their inflationary theme—that the threat of 
a continued rise in prices was the principal menace overhanging the United 
States economy. That continued to be the theme even in the face of its pointed 
contradiction by the course of events. Congress, however, refused to accept 
the Administration’s interpretation of events. President Truman may have 
been re-elected to the White House on a Radical wave of support ; but there 
was no sign of that Radicalism in the way in which the new Congress settled 
down to its task. It soon became apparent that the now familiar coalition 
between the Republicans and the Southern Democrats would be an effective 
bar to any implementation of the President’s ‘“‘ Fair Deal’ and would make 
this Congress more reactionary than its predecessor, about which the President 
had had so many harsh things to say in his election campaign. 

While virtual paralysis has gripped the legislative machine in the United 
States, the economic tempo has been running down slowly. The Federal 
Reserve Board’s index, from its peak of 199, has fallen to 179 for April, with 
every indication of reaching still lower figures for May and June. Steel output 
which for six successive weeks in February and March this year had been 
running at over 100 per cent. of technical capacity, has since dropped to around 
go per cent. Ihe cut-back in production schedules has in part been an answei 
to reduced buying by the public. Retail sales, which averaged over $11 billion: 
in the last four months of 1948, have since dropped to monthly totals of under 
$9 billions. Manufacturers witnessing this increasing buyers’ resistance have 
been curtailing their inventories, wary of being caught long of stocks @ 
materials and semi-manufactured goods over the period of falling prices. | 
is this curtailment of inventories by the automobile and engineering industnie 
which has hit such commodities as base metals so sharplv. In less than tw 
and a half months prices of zinc and lead have been almost halved in th 


United States, while copper, though not falling so violently, has also tumbk 
from its previous peaks. The pressure on farm product prices has remaine 


as heavy as ever and has gathered momentum from the prospect of vet anothe 
bountiful harvest. The Commodity Credit Corporation has provided suppor 


i 


for wheat, maize and other crops, but its activities have out-run the volum 
of authorized storage, so that wheat and maize have been offered off the fam 
well below the support-price levels. Congress, which had been asked to ] rovid 
finance for additional storage facilities, has refused to do so. Against thi} 

ground of falling production and prices, unemployment has been rising 


+e 


A year ago it stood at less than a million and a half. Last Mav it had risent 
nearly 34 millions. 

Why, it will be asked, should this turn in the business situation have maé 
itself felt at this moment ? The adjustments of which it is a symbol were bouni 
to take place. It must not be forgotten that the United States has been uf 
the grip of an expansionary and inflationary economy since 1938. Wa 
inevitably distorts the patterns of demand and production—both during th 
war itself and equally during the immediate post-war period when there a 
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accumulations of unsatisfied demands for goods of all kinds and when there 
are usually large financial resources, saved in the enforced abstinence of the 
war years, with which to finance at least the early waves of replacement pur- 
chases. In the United States, the backlog of such demand has gradually been 
worked off and the nest-eggs from which they were financed have been 

exhausted. It was inevitable, therefore, that the resultant change in the 
character of domestic demand would confront American industry with a 
considerable task of readjustment. 

This task has been intensified by equally drastic changes which were 
taking place in the external demand for U.S. products. It is seldom realized 
how considerable has been the decline in American exports. In 1947 they 
amounted to $15,345 millions, but fell in 1948 to $12,618 millions. This 
movement has continued, and the current rate of U.S. exports is less than 
$12,000 millions a year. Marshall Aid has taken over no more than a part 


U.S. BUSINESS INDICES 


Average 
End 1947 Oct.-Nov., 1948 Latest 1949 
Index of Industria] Productien 192 105 179 (April) 
{1935-39 100) 
Steel Output 226 252 266 (March) 
(1935-39 100) 
Steel Output: Percentage of Capacity 97 o8 92 (May) 
Freight Loading 149 139 120 (March) 
(1935-39 100) 
Department Store Sales - 303 301 270 (March) 
(1935-39 = 100) 
Wholesale Prices. ss : 163 164 158 (March) 
{1926 = 100) 
Moody’s index of Sensitive Commodities 455 405 336 (June) 
Unemployment nis , 1,500,000 1,700,000 3,200,000 (May) 
Business Loans of F.R. member banks (in 
$ millions) ‘ 14,569 15,600 13,800 (May) 
Dow Jones index of Indus trial ‘Stocks 181.2 182 163 (June) 


of the work that was done in 1947 by loans and relief operations. Over an 
increasing area of the world the dollar shortage has been making itself felt, 
and American export industries have been the first te feel the impact of 
adversity elsewhere. 

As usual, the psychological factor has played its full part in aiding and 
abetting the more tangible factors making for economic recession. At the 
first hint of difficulty, at the first sign that prices had begun to slide, buyers 
throughout the chain of distribution tend to go on strike. This was particularly 
true in American industry, which had built up considerable inventories. These 
had reached a peak of $554 billions at the end of November. They have since 
run down to somewhere near the irreducible level. The National Association of 
Purchasing Agents has recently stated that 62 per cent. of its members are 
working on a hand-to-mouth 30-day buying basis. The outstanding commit- 
ments of department stores have been cut by a third in the past year. Although 
motor car production has been well maintained, manufacturers have been 
shortening sail in their purchases of materials. Their decisions to run down 
inventories of steel and base metals are pay responsible for the headlong 
fall in base metal prices and for the fact that the steel industry has had to cut 
the scale of its operations by more than ro per cent. during the past few months. 
An accompaniment of this fall in inventories has been a sharp run-down in 


business loans by U.S. banks. During the first twenty weeks of this year they 


( 
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fell by no less than $1,814 millions, about half of which has been reinvested 
in U.S. Government securities. This psychological element in the situation 
which is so evident in the postponement of buying, is clearly of great signifi- 
cance—especially in a country such as the United States, where the arts of 
publicity and of the economic prognosticator have reached so high a plane. 
There is a danger that America may be talking itself into depression. 

So far the measures taken to meet the recession have been mainly in 
the sphere of credit policy. The momentum behind the Administration’s 
attempt to push through its anti-inflationary legislation has, needless to say 
subsided comple tely. At long last the President’s advisers have admitted t 
the main prob lem with which the country is confronted is that of tempering 
the forces now making for contraction of credit and general deflation in the 
economy. The first of these measures of relaxation was taken early in March 
when the Federal Reserve Board eased some of the restraints on consumer 
credit which had been reimposed in August, 1948. The statutory minimum 
down-payments on consumer credit operations were reduced except for motor 
cars, and the period for which the loans could be liquidated was lengthened 
Towards the end of March the (federal Reserve Board also exercised its powers 
to change margin requirements on loans on listed securities. These require- 
ments were reduced from 75 to 50 per cent. in an attempt to brake the fali in 
Wall Street. Early in May the Board took its most important initiative so far, 
that of rescin , part of the increases in legal reserve requirements of member 
banks of the leral Reserve system that had been put into effect in 1948. For 
demand deposits the requirement of the Central Reserve city banks was 
lowered by two points to 24 per cent. The comparable reduction was of on 
point to 21 per cent. for Reserve city banks and of one point to 15 per cent. 
for country banks. For time deposits the reserve re gg tareesorgeh we re uniformly 
lowered, from 73 to 7 — cent. In announcing this decision, the Chairman of 
the Board said that the action had been taken “‘ in accordanc: sgt changing 
economic conditions a the credit requirements of the current business 
situation ’’. hese concessions in reserve requirements added some $1,400 
miulions to member banks’ effective reserve balances, but there is no indication 
yet that the money has gone effectively into circulation in business credit 
For the most part, unutilized resources have been drawn upon by the banks 
for the re-purchase of some of the Government bonds which they sold in such 
substantial quantities to the Federal Reserve authorities during 1948. It 
has once again been proved how little monetary policy alone can achieve 

On the matter of fiscal policy, Congress is adopting a familiar but none the 
less unwelcome and unhelpful attitude. When faced with the prospect of 
economic difficulties and, therefore, of a fall in tax revenue, the thoughts of 
most legislators in the United States at once turn in the direction of retrench- 
ment. To the average American a budget deficit is still the work of the evi 
one. Nowhere is the application of cuts more tempting than in the directior 
of external assistance, whether in Marshal! Aid or in the intended provisions 
for the arming of the Western Union Powers. In so far as such cuts would 
react immediately on U.S. exports—that is, on the most vulnerable and 
sensitive part of the economy—they would be calculated to do the maximum 
amount of damage. None the less, the political bias in favour of their being 
made is so strong that the possibility should not be dismissed. 

What reassurances can be found in this situation ? The first comes from 
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the assumption that the memories of the great depression of 1929-33 cannot 
altogether have been effaced. The results of the last elections were far from 
being a sign of revulsion from the Rooseveltian philosophies enshrined in 

New Dealism ’’, though much of the current oratory and thinking in Con- 

xs mieht lead one to believe that reaction —politic al and economic—is 
firmly in the saddle again. One must beware of mistaking noise for substance. 
Those in Congress who speak loudest about retrenehment and cuts in external 
aid are not those who will formulate policy. [t must not be forgotten that there 
is on the Statute Book the Employment Act of 1946, which calls upon the 
Administration to formulate and execute a practical programme of immediate 
and long range economic measures pointed towards stability and growth of 
the economy. No such consciousness existed in 1929 of the need for “‘ purposive 
intervention '’ by the State in the economic affairs of the nation. The memories 
of the last crisis, and the machinery for Government intervention which has 
grown up over the period of the New Deal and has been strengthened under 
President Truman, provide some guarantee that there will be no repetition of 
the fatalism which helped to lead to the economic débacle and paralysis of the 
early 1930’s. There are other reassuring factors, too. The stock markets are 
free of that dangerous speculative frenzy which was so apparent in 1929. 
Mortgage indebtedness, though high, is for the most part guaranteed by Federa! 
agencies. The bank s are free of all stock market and real estate commitments 
and are stronger and more liquid than they have ever been before. Business 
is remarkably free from debt. The economy now holds some 52 billion dollars 
of cash and cash equivalent assets. These are reserves in purchasing power 
which, together with Corporate reserves against losses on inventories, underpin 
the whole economic situation. 

[It looks, however, as though the recession will go further. The adjustments 
required by changes in demand have certainly not been completed. The dis- 
parity in price levels caused by war inflation and war demand has not yet 
been entirely remedied. It is highly desirable that these adjustments should 
take place. It is in the nature of a free economy like that of the United States 
to adapt itself to changing circumstances. What has been seen up to now 
in the way of price movements, changes in production schedules and growing 
short-term unemployment, is merely evidence of elasticity and healthy adapt- 
ability in the American economy. 

So far, then, so good. What the democratic world must now watch with 
understandable anxiety, and the Communist world with scarcely suppress« : 
nope, is whether this capacity for adjustment, this mobility, will generate 
self-destructive momentum of its own, will cease to be geared to the se 
objective which is the fullest and most efficient utihzation of the country’s 
resources, and whether it will therefore start a train of reactions, psycho- 
logical and practical, which will paralyse a large part of e economic potential 
of the United States. If that were to be fall it would not be due to any inherent 


defect of the system. It would be the result of human fallibility and pusillani- 


mity. It would be a sign that the United States has not yet grown to an 
intellectual stature matching that of its economic bone and muscle. Lord 
Keynes had this very situation in mind when, in 1945, he told an American 
audience: “ Our pains, ours and yours, are more likely to be due to our 
stomachs bei uller than our heads and our appetite weaker than our 


opportunity 
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Germany's Capital Needs 


Has Credit Policy been too Restrictive ? 


By a Special C orrespondent 


wT is just er a year since the currency reform in Western Germany 
& . ° ° ; . . ° P = 
& that relatively short period the economy has experienced both the crescend 
ae 1 , © al : ; . “ ; ’ i i 
of a boom and many of the symptoms of recession. On paper, demand for 
both capital and consumer goods still appears to be well maintained. Yet 
*ffective demand has become insufficient to keep the economy fully extended 
; site 
Since the beginning of 1949 unemployment has risen to over 1.3 millions 
| 
} : } ] rea! f | 1 ? “40° - sliny y t netian 
or roughly twice the level of last autumn. Prices are declining. Production 
g 


indexes have ceased to rise. The business community blames the bankers for this 


lecline in activity, contending that it has been brought about by their pursuit 
f an unduly restrictive credit policy. There is no doubt that policy has beer 
restrictive, but the bankers defend it on three grounds. They say, first, that 
by ending an unhealthy price boom, it made a wide range of consumer goods 


i little less expensive at a moment when demands for higher wages might not 


therwise have been contained. Secondly, the shortage of money has raised 
the standing of the new currency in foreign eyes. Thiedly v, the bankers declare, 
they could not have extended further credits without overstraining their 
resources. As it was, their restrictive measures, by squeezing the semi-luxury 
trades, checked activities which Germany at present cannot afford, and thus 
reserved resources for more essential tasks. Even so, the banks contend that 
1dditional capital for industries such as building, which have been laying of 


workers for lack of funds, will have to be provided from sources other than the 


commercial banking system. For, not only is the volume of bank accommoda- 
tion greatly swollen but a high proportion of the credits has been directed 
by industry into fixed capital investment 

Though financial policy may not have been blameless, it is fair to remind 
the impatient critics in Western Germany that it has been instrumental, none 
the less, in inducing a rise of 57 Pp r cent. in the physical volume of production 
within a year. This physica l volume is still appreciably below pre-war, though 
in money terms the national income is probably somewhat above pre-war ; in 
the current year it is expected to be around Dm. 55,000 to 60,000 millions, 
compared with an estimate of some Rm. 50,000 ‘alee for 1938. But, 
despite the impressive progress of the past twelve months, an impasse has 
undoubtedly been re reacl ed now—and it is one which, a not re solved, may have 
serious consequences for Western Europe. To understand its causes it is 
necessary to trace the phases of the credit cycle in the past year, and to examine 
the structure and resources both of the German banking system and of the 
capital market. 


I—CONFLICTING OBJECTIVES OF CREDIT POLK 
Before the monetary reform it was estimated that the volume of purchasing 
power in Western Germany was about ten times the amount needed to finance 
the national product as valued at the rigidly enforced official price ceilings 


dating from 1938. Hence the monetary reform converted Reichsmarks into 
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tsche Marks in + proportion of ten to one, although, after various sub- 
sequent cancellations, the final conversion factor was about 12}: 1. In 


atic economy the new quantity of money should, 1f these estimates were 
e) 


ecurate, have been just adequate. But the prime object f the reform was 
to promote a dynamic economy, by restoring confidence on the one hand and 
incentive on the other, and thus to induce not only an increase in 
output but, in particular, output that was brought to market at the official 
prices, instead of being hoarded or bartered. To achieve the basic condition of 
monetary confidence required a taut credit rein; but the resultant growth of 
production and the still greater increase in supplies actually reaching the 
seneral consumer, especially in the towns, demanded a progressive increase in 
the credit supply. The monetary authorities the refore'had to be prepared to 
develop an elastic credit policy, and a sensitive and agile technique, if all 


monetary 


legitimate credit requirements were to be met. Properly conceived, the 
statistical basis of the currency reform was reaily no more than a reasonable 
oint of departure ; for it was impossible to foresee the conditions within 

hich the new system would have to work. 

Given the great technical difficulty of achieving so nice an adjustment, it 

n be said that the task was tackled with a considerable measure of success 
[he problem was further complicated by a lack of balance between the volum: 
if new note issues and the (residual) amount of bank deposits. Immediately 
fter the monetary reform, the public had excessive ready money which it 
spent freely. In this spending spree, — from June to September, when 
traders were dishoarding stocks, sales substantially exceeded current produc- 
tion. While the bar were drained ol cash resources, the retail trade and 
the consumer goods industries became very liquid. The money stayed out of 
the banking system, circulating in the consumer goods sector at abnormal 
speed. On the other hand, the capital goods industries, the coal mines, the 
yuilding trades and the state railway, committed to heavy expenditure on 
repairs and expansion, became increasingly illiquid. They resorted to the 
anks. The banks, with their capital resources drastically reduced by the 
nonetary reform and their initial reserves of the new currency already severely 
depleted, had to fall back on the central banking system. Partly in consequence 
if the resultant borrowings, the total volume of money—currency and deposits 
combined—-rose in the six months to end-December from Dm. 11,495 millions 
to Dm. 17,859 millions, while the volume of freely disposable money (further 
increased by releases from blocked accounts) rose by no less than 70 per cent., 
to Dm. 17,108 millions. The credit made available by the central bank was 
not, however, exclusively reserved for the most urgent capital demands. 
The consumer goods industries and traders, though relatively flush, also 
borrowed from the banks, and their demands increased as prices rose and 
hoarding of goods began anew. In the autumn, the central bank warned the 
commercial banks they could not rely indefinitely on the supply of additional 
funds for relending. But the volume of production continued to rise and prices 
rose even faster, causing a distinct pressure on incomes. 

The monetary authorities wanted to arrest the price boom by limiting 
credit expansion. Needless to say, existing credits could not have been with- 





mining and steel. Of all credit extended by the banks some two-fifths had 
been used by industry for long-term purposes. Any further capital for these 


drawn withoo! creating serious embarrassm a in industry, especially in coal 
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industries, the monetary authorities held, had to come either from curren 
savings outside the banking system or from such sources as the Deutsche Mari 
counterpart funds accumulating from the resale of E.R.P. imports. I 
November, accordingly, the banks were informed that bills—the main vehick 
for new credit in Germany to-day—would not be re-discountable unless based 
on a foreign trade transaction or drawn to finance the holding of essentia 
stocks. The psychological and practical results were considerable. The 
volume of money, though still rising—it reached Dm. 19,676 millions by end. 
April—increased far more slowly than before. Traders were forced to dishoard 
Prices ceased to rise, and some began to fall. Yet the pressure upon income 
remained. And the shortage of funds in the capital goods industries became 
still more acute. It was to these two factors that the rise in eT a kee 
was generally attributed. Recovery, it was said, was being checked by lack 

monetary resources. Hence, in April, after heated public debate, the Goran 


TABLE [I 
THE MONEY VOLUME OF TRIZONIA 





FREELY DISPOSABLE MON? 





ated DY 
fotal Blocked ———-—_- $e | on 
Mone. Bank Note Bank 
Date Volume | Deposits Circu- Bank Initial Deposits ji 
lation Deposits Total Issue Conversion Creation 
ad) 0 (f) {g h) 
1945 
July 11,49 1,533 3,531 6,131 9,962 5.541 2,060 i,355 
August 14,206 2,363 1,178 7,605 11,543 5,719 750 2,365 
September 16,903 2,849 5,358 8,696 14,054 6,743 4,161 3,150 
October 17,028 1,747 5,885 9,390 15,251 0,702 4,025 3,954 
Novembe1 17,348 933 6,017 10,398 16,415 6,691 5,086 4,638 
December 17,850 751 6,316 10,7890 «17,108 6,689 5,413 5,006 
1949 
January 1g 667 6,167 11,200 17,367 6,680 5,508 70 
February 18,589 606 6,216 11,767 17,983 6,691 5,771 5,521 
March 18,948 545 6,188 12,215 18,403 6,690 5,745 5,905 
NoTtF : In the process of the currency reform part of the new deposits were blocked [column (b) 
o be re sed by stages for investment — accounting for the difference between 
free and total money The xisting ume of money originates from three 
sources 1) The initial issue of notes ma ry in June, 1948, and initial credits paid into 
bank accounts [column (f)|. (2) The subsequent conversion of Rm. bank accounts into 


Dm. accounts [column (g)], in these calculations a balancing item. (3) Credit created 
within the banking system, including increases in note circulation. 


Reconstruction Loan Corporation received its first allocations of counterpart 
funds, and is now lending this money to the railways and heavy industries. 
Whether in fact this credit injection will keep the economy fully employed 
without creating new and dangerous inflationary stresses wil’ not be clear for 
some time. 

Meanwhile, the decline of domestic activity is having beneficial effect on 
the German balance of payments. Exporters are showing redoubled vigour, 
while there has been some decline in certain imports. The rather indiscriminate 
import of equipment and machinery, whether purchased from exchange 
arnings or, mainly, imported under E.C.A., has ended. At the moment, 
shipment of American inachinery is delayed because the German firms for 
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lich it is destined are unable to raise credit internally to make payment 

nformed observers in Germany, though conscious that this process must not 
he permitted to too far, believe that so far it is holding up onlv order 
laced almost reckless] : | high prioritv. Tl is little doubt 
hat i ft the initial 1c << ot ti monetars form Germany | gal to indulge 


tlavs which cannot at present be justified and which ; in effect incurred 


it tl xpense of foreign taxpavers. [lf available resources could now be con- 
itrat ‘es wsic industri ied less itial activities, a 
valance pu ith the realities of rmanv’s needs might be restored 
Rit t] lit restrictions f nl t heginnin oh ch effects whe 
' < pubpi1 j Ion Ve ided to rediice the 
yank rate | it } per cent 
Hence roper role of the banking system in Germany's reconstruction 
determi \\ ait trict! I] serting a healthy 
liscipl r was it rathe narrow licy umsily uted, which ha 
dd il disloca | sn ) Ing | Vv since the end 
I } nts be rict | f no ly —iservatly 
ipl DAaNnKIN pPsve JV WHICI t rehind id to gauge 
e possibilities + l ntegration of bankin id economic policy, demands 
m vledge of ti lat } el * tructural changes in the 
a n A description of these cl s tl re precedes a concluding 
lysis | he posit in t capital market considered as a whol 
[i—B XECONSTRUCTION AND I EFFECTS 
rractical reasons hv the London market 
im i meg system t Western he rmany. NOMIC la t 
March British bat hav in been keeping German sterling accounts 
Though standing in the name of the Bank Deutscher Laender—-the main 
entral ban the accounts ; administered in an agency capacity by the 
ulled Germat dited foreign trade banl Che resources and standing 
these ba ( I ‘t relatively unknown in Londor 
But the Bank Deutscher Laencder is anxious to divest itself at an early moment 
if the role of banker to the foreign traders in the Trizon: » that before long 
British banks will | eeping accounts for the foreign trade banks in thet 
own right. And on ne of the complexities of the German Standstill debts 
have been resolved, t question of London financing of the short term credit 
needs of German foreign traders mav well arise. 
While the new Gern central banking structure bas been closely modelled 
on the Fe ul ik rve System of the United States, it has retained many 
laracteristics of the old Reichsbank. Established in 1948 before the currenci 


reform, the new system has a federal structure like the new political constitu- 
en regional governments. Hence 


=“ 
— 
a 


there are eleven regional or Land central banks. In law these regional bank 
ire independent concerns. Although subordinate to the main central bank 1n 
the sphere of credit control, they are in law its joint controllers, holding its 
share capital in equal parts. The Bank Deutscher Laender is the ultimate 
source of credit for the entire banking svstem and is the only bank to issue 


notes. Unlike the Bank of England it is not in direct contact with the com- 


mercial banks, but relies upon the regional central banks to implement the 
policy agreed upon by majority decisions of its governing board. 











[his board comprises the eleven presidents of the Land central banks, an 
the g ra chairn of the Bank Deutscher Laender itself. The com 
position of board would seem to give the regions a dominant influence 

ink’s policy. But there has so far been no sign that this influen 
h 1 eX d: most proposals apparently originate in the Bank Deutscher 
Laender itself and are generally adopted. At various times since the currency, 
reform thi ird of the B.D.L., as has been shown, has faced decisions involving 
important changes in credit policy \lthough voting has not been unanimous 


it does n eem tf ha been dictated by regional self-interest but ha 


retlected legitimate divergences of opinion. In the long run, however, a board 
onstitut mly from central bankers is likely to suffer from in-breeding 
With few « ptions the presidents of the regional central banks are, by 
trainil executives rath ian policy makers. The cutive head of th 
B.D.L., Dr. Wilhelm Vocke, is an experienced if cautious former member of 
t Reichsbank board who left it for political reasons shortly before the war 
i rf bank ts recruited partly from the old Reichsbank and parth 
fi) t nmercial and private banks 

(his mainly explains why the new central banking system differs in practic 
| liy fro I ld than might be assumed, given the efforts to impose 
2 replica of tl \merican system. Few Germans favour the federal system 

nd the less perienced central bankers in charge of the smaller regions are 
glad of 1 from centr In practice, therefore, the regional centra 
banks a so very different from the old regional head ofit of th 
Reichsbank which used to be located in precisely t1 ume towns as the n 
10na i] ba 
[HE NEW COMMERCIAL BANKs 

Changes 1n the structure of the commercial banking system, notabiy the 
dissolution the old nation-wide joint stock banks, became inevitable w 
1 federal central banking system was adopted. No bank in Western (Germany 
may now maintain branches in more than one Land. The >’ bank 
the Deutsche Ba Dresdner Bank and the Commerzbank-—have ceased t 
€X1ST as rating {heir assets have been taken over bv 30 successo 
ban ~ tial 5, DY iT 3C] irate banks in each of etcht La id s and TW 

parate banks in each of the remaining three Lander. Table II lists these 
successor banks and shows the location of their head oific Che three successor 
banks in k land-Westphalia have become the largest of the new commercial 
banks, since this region is t largest of the eleven: the new banks in some of 
the smaller regions, howeve ire of only moderate size. 

This Spiltting-up of } banking svstem has inevitably increased the need 
for bank cash. Eleven separate and localized banks—of which perhaps the 
majority are only just able to pay their way—each need to hold a higher rati 
of liquid assets and, in the absence of a money market, of cash than the single 
far-flung organization which they have replaced. A small bank needs, in any 
case, a bigger safety margin; but, apart from this, it is unable to balance the 


credit surpluses of one area against the credit deficiencies of another. Within 
he organizations of the old ‘“‘ D”’ banks, the credit needs of the Ruhr branches 
were regularly supplied from other areas of Germany. Transfers such as this 
have now become matters of real difficulty. The surplus areas are Bavaria 
and some of the smaller regions—and Bavaria has proved uncooperative in 
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most economic and political matters, while the small banks are not too anxious 
to reduce their liquidity. 

A further difficulty is the strain which decentralization has imposed on 
bank management. Branch managers in Germany have always had greater 
independence than is customary in this country, but that does not mean that 
a high proportion of them were competent to run an independent organization 
without the guidance they formerly received from head office. The former 
boards of the ‘‘D”’ banks and the senior head office staff have now been 
spread over the 30 successor banks, but as a large number of the more pro- 
minent bankers have had to be weeded out by denazification, the really 
capable management has become very thinly dispersed. The resultant diffi- 
culty would be even more serious but for the fact that members of the former 





FABLE I] 
SUCCESSORS TO THE D”’ BANKS, GIVING LOCATIONS OF HEAD OFFICES 
Region Deutsche Bank Commerzbank Dvesdner Bank 
North Rhine Westphaha Rheinisch-West- Bankverein West Rhein-Ruhr Bank 
phalische Bank Deutschland Diisseldorf 
Diisseldorf) (Diisseldorf). 
Hamburg vorddeutsche Bani Hansa-Bank Hamburger Kredit- 
Hamburg Hamburg). bank (Hamburg). 
(Hamburg 
Lower Saxony Nordwestbank Merkur-Bank Niederdeutsche 
Hanove: Hanover). Bankgesellschaft 
(Hanover). 
Schleswig- Holstein ‘ Holsten-Bank Liibecker Bank fir 
Kiel), Handel und Indus- 
trie (Liibeck). 
Bavaria Kayerische Credit- Bayerische Disconto- Baverische Bank f 
bank (Munich Bank (Nuremberg Handel u. Industrie 
(Munich) 
Bremer Pusconto Bank Bremer Handels- Bremer Bank 
Breme Bank (Bremen). (Bremen 
Hesse Hessische Bank Mitteldeutsche Rhein-Main-Bank 
(Frankfort Creditbank Frankfort 
Frankfort) 
Wiirttemberge-Hader Sudwestbank Bankverein fiir Wir- \igemeine Bank- 
(Mannheim ttemberg-Badet vesellschait 
stuttgart tuttgart 
Palatine kiheinische Kredit- Mittelrheinische Industrie und 
bank Bank (Mainz Handelsbank 
Ludwigshaten (Neustadt (Haarat 
Baden Oberrheinische Bank Siiddeutsche Kredit 
(Freiburg). anstalt (Freiburg). 
Wiirttemberg Wirttembergische Bankanstalt fiir Wiir- 
Hohenzoller: Vereinsbank ttemberg und 
Rentlinger Hohenzollern 
(Reutlingen). 
boards are maintaining fairly close contact regardless of the spirit, not to sav 


the law, of federal banking. These informal contacts have been strengthened 


since the recent economic crisis revealed that a number of commercial firms, 
suddenly in financial difficulties, had managed to borrow from more than one 
bank ; an organization has now been established through which ali banks 
exchange information on loans granted. Altogether, it seems that while the 
present generation of management continues in office, the legal changes made 
are not likely to become fully effective. Men who have been intimate colleagues 
in the same bank continue to work together closely in different banks. 

Such arrangements, however, cannot do more than mitigate the practical 
disadvantages of the artificial splitting of the system. The banks have cer- 
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tainly lost goodwill; their working efficiency has been impaired; and it 
remains to be seen whether the smaller banks can in the long run operate at a 
profit, or withstand a serious economic crisis. For the moment the more active 
banks can show a profit, thanks to high interest rates. Even so, not many 
banks have succeeded in writing off the expenses of the monetary reform 
Few have a capital in excess of Dm. 20 millions, and some are said to be 
uneasy about the relationship of capital to liabilities. 

But although there are these weaknesses, it remains true that the first 


banking reconstruction has been successfully accomplished. Banking 


A 


olvency has been restored—if only just, in some concerns—and the new 


ired up to an economic situation of peculiar technical diff- 
tlt n a banking point of view. Before the currency reform, deposit 
liabilities had to be blocked, since the banks were in no position to pay ;_ their 
assets Vi mainly in worthless Reich debt. To-day, deposits are scaled down 
1 | 
ANKS ND ] vl s £eoel rio iN TRIZONIA 
N 1 uber o 
l i ‘pat Branches 
| Central Banks 259 
5 to | <S 350° 
nd i 271 
ink ” 60 
t i i 3 re i 3 162 
‘ n | 298 
8 5,219 
di 
li 22 47 
22 
ta 3,22 0,855 
ind ti j lity { the assets has been vreatls Improve ihe Reich debt 
in practice, though not legally—has been replaced by the so-called A usgletchs- 
issued to the banks, including the central banks, and representing 
‘ ’ +} . 4 T : os . : T Py ee: 
claims by them against the Land in which they operate. These claims wer 
issued in each case for the amount needed to balance the reconstructed balance- 


sheets of the banks. In the process of the currency reform the new balance- 
heets were built up from the liabilities side. First deposits were scaled down 


Then capital wa it a broadly uniform proportion of deposits. Next the 
j } 

Deutsche Mat Valu falla sets apart from the old Reich debt was estimated 

[he gap between the value of total habilities and capital on the one hand 

ind of these assets on the other was filled by the issue of Awusglerchsforderungen 


These claims earn 3 per cent. per annum out of Laender funds 
Changes wrought in the rema 


1 
tundamental. The private banks have lost a rather higher proportion of them 


resources than the ‘“D”’ banks. Since the Deutsche Mark capital was calcv- 


lated as a proportion of Deutsche Mark deposits, private banks, always accus- 
tomed to maintain a higher proportion of capital to deposits than the larger 


} 


with as small a capital as Dm. 200,000. Only two fair-sized private banks 
remain—Sal. Oppenheim, jun., and Co. of Cologne (which recently reverted to 
this, its original name, from Pferdmenges and Co.) and Brinckmann Wirtz and 


nder of the banking svstem have been less | 


vanks, lost more heavily. Some well-known private banks have been left | 
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Co. (formerly M. M. Warburg) of Hamburg, which is appreciably smaller. 
Ways are now being sought of increasing the capital of these private banks. 

The savings banks and co- operatives—a great many of these still exist, as 
fable II] shows—have lost a still higher proportion of their assets. These 
institutions inevitably kept the bulk of their investments in Reich debt and 
are therefore left with an abnormally high proportion of A usgleichsforderungen. 
But the semi-public institutions, which have played an important part in 
German regional public finance for some 20 or 30 years, have probably lost 
less than any other group of banking concerns, since the regional governments 
—the majority shareholders and largest clients of these banks—fared relatively 
well in the currency reform. Moreover, after the reform these governments 
received generous issues of new money. This was credited to their accounts at 
the Land central banks, but within a few months they had transferred much 
of it to their ‘state ’’ bank accounts. This custom, for many years criticized by 
German central bankers, has led to accumulations of public funds outside the 
central banking system. The semi-public banking concerns, almost in opposi- 
tion to central bank policy, have re-lent large portions of these short term 
public funds for illiquid purposes. 


—THE MEANS OF CREDIT CONTROL 

So much ior the effects of the structural changes in the banking system. 
[t is against this background—-with all its weaknesses and its grounds for 
concern for cautious bankers—that the reactions of the commercial banks 
and of the policv-makers to industry’s clamant demands need to be judged. 
There is no doubt that the central authorities had the technical facilities for 
ngineering a more liberal credit situation had they felt able to reconcile such 
a policy with their responsibilities for safeguarding the new currency. Despite 
the centrifugal tendencies of the municipal funds, the authorities have at their 


disposal most of the traditional weapons of credit control—though possibly 
they would function more readily for expansion than for any nicely-adjusted 


effort to regain control of a situation which threatened to get out of hand. 
The bank rate weapon has scarcely yet been tested by the new régime. The 
rate laid down by the B.D.L. for the regional central banks, which alone are in 
direct contract with the commercial banks, remained at 5 per cent. until the 
beginning of June; then it was lowered to 44 per cent. The authorities have 
preferred to rely upon the second weapon of qualitative control of re-discount- 
able paper. The larger part of the credit created by the central banks since 
the monetary reform has taken the form of purchases of trade bills from the 
commercia! banks. These banks, with a few notable exceptions, have con- 
stantly been forced to resell their paper to the central banks long before 
maturity to re-finance themselves for further discounting for their customers. 
Hence the curtailment of re-discount facilities in November proved to be a 
very potent device—much too potent, in the eyes of the critics. An open 
market ais in the accepted sense is not possible for lack of suitable paper 
in any organized market, but, in the gag Wit direction, analogous opera- 
tions can be undertaken, within limits, in lusgleichsforderungen, either by 
lending against them or by purchasing them outright. Chey cannot, however, 
be resold at a lower price to the commercial banks, to restrict credit. Fourthly, 
some measure of control can be exercised by varying the minimum reserve 
ratios which the commercial banks must keep with the regional central banks, 
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and the regional central banks with the B.D.L. The minimum reserve require 
ments of the commercial banks against demand deposits were, in fact, reduced 
when the bank rate was lowered. 

Interest rates remain very high, despite the slight decline since the reduc. 
tion in bank rate. Including the commissions payable, a line of credit still 
costs g} per cent., acceptance credits cost 7 per cent., and finance by trad 
bill costs 6 to 7 per cent. Since the commercial banks can re-finance themselve 
at 44 per cent., the interest margin is generous by British standards ; but the 
test is the limited profit-earning capacity of the banks. Moreover, even at these 
high rates, the banks have faced an embarrassing spate of demands. Despite 
efforts to curtail the bill volume, between October and February bill holding; 
in the central banks rose by Dm. 1,000 millions. In the same period the bil 
portfolio of the commercial banks rose by some Dm. 300 millions and accep. 
tances by fully Dm. 1,000 millions. 


IV—SHORTAGE OF CAPITAL—‘ REAL "’ OR MONETARY ? 

Chese figures show that the authorities have pursued a less inflexible policy 
than some people assume. For all that, the condition has been persistenth 
one of stringency and restraint, evidently imposed rather bv the qualitative 
contro] than by the rate of interest. Despite the fact that much of the credit 
creation has broken all the orthodox rules against borrowing short and lending 
long, and although this heresy has been forced upon a commercial banking 
system which has particular reasons for caution, it would be wrong on thes 
grounds alone to exonerate the authorities from the charges levelled against 
them. 

The basic economic problem for Western Germany is to find sufficient 
capital for the reconstruction of its industrial potential. If the shortage of 
capital and the heavy demands upon the banks reflected simply the technica! 
weaknesses of the capital market in its monetary sense—if, in other words 
real savings were being kept liquid instead of being offered, directly or in- 
directly, to industry—it would be foolish to refuse to permit the banks to fil 
that gap merely because they would thus be lending long and borrowing short 
If that were the situation, it would be the duty of the authorities to provide 
the requisite resources and to devise a means both of ensuring that the funds 
were lent for priority needs and of safeguarding the banks until the short 
term loans could be funded. 

Superficially, the fact that the credit restrictions of last November wer 
followed by unemployment might seem to suggest that real savings are running 
to waste in this fashion, which is what most German industrialists believe 
But such statistics of monetary savings as are available do not confirm thi 
view, though the evidence is far from conclusive. There is no sign that persona} 
savers are determined to keep highly liquid ; on the contrary, returning cor 
fidence in the currency seems to have started an opposite tendency. Saving: 
deposits rose in nine months after the currency reform from Dm. 313 millions 
to Dm. 2,100 millions. The value of new life assurance policies issued hat] 
increased from a monthly rate of Dm. 64 millions last July to Dm. 171 million} 
in December and has risen further since. In 1949 savings by way of lift] 
assurance are expected to exceed Dm. 800 millions. “ Smali”’ savings may] 
produce a further Dm. 1,000 millions. Yet these sums are not sufficient tif 
provide all the long-term capital industry would like to lay out, nor, it seems] 
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would a corresponding volume of investment even suttice to ensure a full 

aployment of national resources. These are the arguments which have been 
ld ‘w mechanism of the Reconstruction Loan Corporation 
Bank fuer Wiederaufbau) and the release through it of money taken from the 


E.R.P. counterpart funds. In all, the conperation will be providing some 
Dm. 600 millions in 1949, at rates corre sponding approximately to those in 
ypen capital market, where a ten-year loan costs just over 6 per cent. p.a 

On general grounds, it would indeed be surprising if in G feb acdo recon- 
ruction some such new institutional mechanism as this were not needed to 
ave the banks from becoming unduly involved in illiquid finance. Yet there 


must surely be a strong presumption that the general stringency derives from 
real rather than monetary causes. Nor is this presumption rebutted by the 
fact of unemployment. The limiting factors on production and employment 
are much more probably a shortage of critical import goods (including con- 
sumption goods demanded by a fully employed population) and general 
maladjustment in the distribution of all scarce goods, rather than the shortage 
yf merely monetary cz apital of which industry complains. If this is so, it may 
ye that full employment in Western Germany will not be maintainable in the 
ybsence of additional foreign aid, whether in the form of E.R.P. or through 
some revival of the former habit of securing floating capital in the London 
market or obtaining more permanent finance in the United States. But, on 
these premises, unless and until such aid is forthcoming, it may well be that 
the best contribution the German banking system can make is to maintain a 
sufficiently taut credit rein to enforce a due sense of industrial priorities—but 
otherwise not to be too concerned, for the present, about “ lending long "’ for 
sound projects 

Meanwhile, it is evident that every effort must be made both to maximize 
the level of domestic savings and to revive the open capita] market. It is 
probable, indeed, that the resources of this market are not quite so limited as 
is generally contended. The reason for its inertia is at least in part political. 
An active capital market would not sit well beside pressure for lower taxation, 
for foreign "ai or for the release of counterpart funds. In fact, the market 
has faced its first major test only in recent weeks, when a ten-year railway 
loan was offered at 6 per cent. at par, to be subscribed for in cash or out of 
blocked coidngeeroomny accounts. It is unlikely that any large sums will be raised 
by this loan, since the general attitude is that the Reconstruction Loan Cor- 
poration will aie have to provide money if it is not forthcoming from 
public subscription ; the corporation is already lending to the Reichsbahn. 
Issues of loan capital by private companies are, howev er, becoming more 
frequent and are usually placed with institutional investors. The electricity 
works of Southern Ge rmany and companies such as Daimler-Benz and some 
of the better known breweries have been able to raise sums varying between 
Dm. 5 millions and Dm. 15 millions. 

But although the supply of ang s-term capital may perhaps be not quite so 
limited as is made out, there is no doubt that the ability of the Trzone to 
save is still modest. The adie of releases from the counterpart funds may 
be justified. But they will not be the panacea the Germans like to believe. 
Nor is there any easy way out by lavish releases of credit by the banking 
system. It may have restricted credit for the wrong reasons ; but the restriction 
itself has probably been more right than wrong. 
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ENDORSEMENTS MUST GO 


ten partners or senior executives ; ()) the collecting bankers, 
who scrutinize them at the counter as a guard against the loss of statutory 
wotection in the event of conversion ; (c) the paying bankers, whose examina- 
ion is designed to ensure that the endorsement “ purports’ to be that of 
the payee or endorsee so that the banker will be able to plead statutory pro- 
tection if the need arises. 

Secondly, the huge growth in the volume of cheques since the passing of the 


} 
i 
Bills of Exchange Act, 1882, impels consideration of t 


he consequential increase 
in what, from one standpoint at least, is unnecessary work. The number of 
1e¢ presented every business day is now well over one million and is 
continually growing as the habit of banking spreads. It is open to conjectur 
whether, if this development could have been foreseen by the framers of the 
Act of 1882, the crossed cheque would have been given the same attributes as 
the time bill of exchan;: then largely predominant. 
Thirdly, whereas the collecting banker 1s in a Pp sition to ac ept re spon- 
sibility idors ts, as he knows whether the signatures are genuine and 
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5) other large concerns get their bankers to endorse their cheques “‘ For and 
n behalf of *’, or ‘‘ Passed to credit of payee's account ”’: (c) irregular endorse- 
‘nts are made acceptable to the paying banker by the confirmation of the 

collecting banker ; (d) Scottish banks give their confirmation or guarantee of 
ibber-stamp endorsements bearing facsimile signatures, and such endorse- 
‘nts are then accepted by the English banks. 


ly, it may be noted that, although postal orders are paid regardless of 
rge when presented by bankers and crossed by them, losses have 





These tacts, even when listed thus baldly, surely make a powerful case. 
three alternative means of reducing or avoiding this waste and friction have 
en suggested 
That the law should be altered so as to relieve paying bankers of 
sponsibility for endorsements on crossed cheques and placing the onus on 
the collecting banker. 
2) That mutual indemnities should be arranged between Clearing Bankers 
and such ther banks as wished to participate) to secure the same objective 
e the law. 
3) 7 hat a new form of payment should be introduced in substitution for 


the cheque—a non-transferable order to pay the collecting banker for credit 
only of the named beneficiary. 
Evidently ither of the first two schemes would achieve the full economy 


which is di dace since they would not make endorsement unnecessary. 
Endorsements would continue to waste the time of traders and collecting 
bankers. Only the paying banker would benefit. But as even this limited change 
would offer a considerable gain by comparison with present practice, these 
proposals would deserve examination in default of agreement upon a more 
comprehensive reform. The passing of a resolution binding upon the members 
of the Bankers’ Clearing House would in these days probably be a better way 
of shifting the responsibility for endorsements than att empting to alter the law. 

But, whatever the merits of these limited proposals, it is submitted that 
it is to the third scheme that the attention of progressive bankers should be 
directed. The full saving to the community of the total effort now fruitlessly 
> Ep on endorsements can be garnered only by substituting for the present 
cheque a new non-transferable orde ‘r which does not require endorsement, and 
whic h is divested of the quality of negotiability. The question has often been 
asked: Who is it that wants cheques to be negotiable to third parties ? Not 
the drawer of the cheque—he is not concerned in the slightest degree ; not 
the payee who keeps a banking account, as do all traders and business people ; 
not the collecting banker or the paying banker. Who, then ? Just the odd one 
in a thousand who has no banking account and therefore cashes his occasional 
cheque with an obliging tradesman or friend. Is the complex principle of 
negotiability, with all the fussy procedures which are needed to sustain it, to 
be maintained in relation to the whole body of cheques, which could otherwise 
become simple transfers, merely for the sake of this rare exception ? Is not 
such a situation somewhat farcical ? 

A proposed form of non-transferable order is reproduced on page 25. It 
has been subjected to critical examination by acknowledged experts and is 
thought worthy of submission to wider judgment. 
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This form of order to pay perfectly secures its avowed purpose of trans- 
rring money, and does not need endorsement but only the customary 
branding "’ by the rubber stamp of the collecting bank. It would rely upon 

the contrac cbaal liability inherent in the customer’s mandate to enforce obser- 
vance by both paying banker and collecting banker. It does not need the pro- 
tection of the Bills of Exchange Act, 1882, though it would seem that this 
could be obtained by the simple process of crossing the order as shown. This 
should bring it within the scope of section 17 of the Revenue Act, 1883, which, 
it will be recalled, extends the application of sections seventy-six to eighty-two, 
both inclusive, of the Bills of Exchange Act, 1382, to any docume nt issued by 
a customer of any banker, and intended to enable any person or body corporate 
to obtain payment from such banker of the sum menti yned in such a document, 
just as if it were a cheque. 

[t is considered by some whose opinions command respect that the new 
form offers no new possibility of fraud or forgery, nor any increase in the risks 
now pertaining to dealings with cheques. It is important to observe that no 
new legislation would be necessary. Moreover, the reform could be br: —_ 

into operation without any drastic change in practice on the part of banker or 
ustomer—though the latter might need a little coaching. 

As I see it, there are two practical obstacles to the proposed new instrument, 
both arising in a sense from the fact that two types of demand order to pay 
would circulate side | by oe rhaps for ever if a use for the cheque as opposed 
to the non-transferable order persisted, but at any rate until the new form 
ousted the old. There would inevitably be a tendency on the part of cashiers 
and scrutineers tn the banks to treat in somewhat cavalier fashion the con- 
stantly reducing number of cheques still in circulation. Thus technical 
irregularities might be overlooked by both collecting and paying bankers. 
But this is not likely to be a serious matter except, pe rhaps in the interim 
before the non-transferable order became predominant. 


Then there would for a long time be people to whom the cheque (as distinct 
from the new order) was a necessity—people without a banking account. 
Here again, however, no insuperable difficulty should arise, for in suitable— 
and exceptional—cases, these non-transfe1 ‘able orders could be collected for 
someone other than the named beneficiary, just as cheques marked “ a/c 
payee ’’ are to-day. In those cases, which would inevitably be outside the 
new procedure, the cheque would still be required and, by arrangement 
between payer and payee, should be forthcoming. 

The length of the period during which these risks might be troublesome 
and during which there would be some confusion, would depend upon how 
effectively the new instrument was initiated and popularized. Obviously, 
unless and until a general use is made of non-transferable orders, those who 
issue them for the payment of their accounts will gain no advantage for them- 
selves, but will pass the saving of the labour of endorsing on to the payee 
and to the banks involved. To secure the beneficial saving for all in common, 
a widespread use of the new style of order would be necessary. If the banks 
feel able to recommend its use, and are supported by the chambers of com- 
merce and trading organizations, the new form will have a chance of winning 
its way to favour. But it needs an advocate in high places 
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The Changing Pattern of Export Finance 
By WwW. W. Syrett 


T any time, export financing presents a picture somewhat like that of a 
child’s kaleidoscope : its patterns change with the gentle turning of the 
wheels of time. During the last three or four years, it might have been 
expected that the forming and re-forming of the pieces would have displayed 
more abrupt changes than in the inter-war vears, with, perhaps, a pattern or 
two of startling novelty. After all, production and distribution have both 
been drastically re-orientated. Production has changed over from war require- 
ments to those of peace ; industrial products no longer conform to the demands 
of a supreme buyer—they must meet the tastes of millions of different indivi- 
duals who, after a phase of subordination in the frenzied scramble of the 
seller's market, can now, in the growing buyer’s market, assert their preferences. 
Yet the several traditional methods of financing—the coloured pieces in 
the kaleidoscope, so to speak—remain the same, though the pattern may be 


different The bankers’ documentary credit is still extensively used; the 
trade bill—usually with the documents of title to the transit goods attached to 
is offered for negotiation, collection or as security for bank advance: 


open-account financing persist betwee nh some exporters and thei Duvers 


broad : an pecialized major projects are still iinanced by what i} *t 
progress payment There are no new pieces. The colours, even, are the same 
except for a little extra pigmentation resulting from the extension of Export 
Credit Guarantee activities 

Unfortunately, there is no means by which one can make a “ still’ of the 
pattern of export finance at any given moment. No statistics are compiled to 
enable them to be classified as “ credits ', “ bills of exchange "’, ““ open account” 
nd soon. Nor, indeed, can 2 clean line be drawn between such categories. For 
xample, in a particular trade the buyer may be required to provide a con- 
firmed irrevocable credit ; but this will not of itself prevent him from opening 
an acceptance credit, thus giving rise to materia! for the bill market. In other 

ds, such a trade would give rise to both credits and negotiation bil! In 
the absence of statistics and tidy classification, the best one can hope to do 
towards estimating changes in the methods and channels of export finance 1s 
to consider the factors which alter the pattern and then attempt some empirical 
assessment of their strengt! 


hese factors divide into two main classes: those associated with the state 

of the market, that is with the relative bargaining strengths of buyer and seller, 
and those reflecting changes in the mechanics of exporting, e.g. in the division 
of trade between merchant turnover and direct exports by manufacturers. This 
last distinction is important, since the financial methods of the two are not 

cessarily and alwavs the same 

Over a period, there has been a fairly steady shift from merchant financing 

to “ direct ’’ exporting. Even so, and somewhat surprisingly at first glance, the 
merchant shippers (otherwise called ‘“‘ indent houses’’, ‘‘ buyers and shippers ” 
 “‘ confirming houses ’’) are still working to capacity, and are reluctant to 
accept new clients. Indeed, they are fully extended except for a few marginal 
ve introduced new capital and more staff, or where they 
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turnover by taking on buyers in other countries. From empirical observation, 
one might guess that such houses—having built up their trade rapidly in the 
early phase of the sellers’ market—have more or less held their turnover since 
then. Given the further expansion of the country’s total exports, this would 
mean that thev have a smaller proportion of the whole. But they would seem to 
Ye act lishing a larger number of orders confirmed and dispatched, for th: 
trend lately has been towards diversification of both supply and demand. 
Moreover, now that the big post-war replenishment demands have been filled-—— 


least in those lines of merchandise which came rapidly into their production 


al 
stride—the average value per transaction has declined. 

Manufacturers, by and large, seldom dispatch more than a proportion 
(certainly less than h alf) of their exports direct to buyers overseas. In trade 
with the Dominions and Colonies the merchant shipper has built up a tradition 
of service, the value of which no manufacturer can afford to disregard. Where a 
specialized branded product is sold—as it often is—through a sole distributor 


in each overseas territory, it is almost a rule of the game that the manufacturer 
shall require | stributor in the Dominions (especially in Australia, New 
Zealand and South Africa, but also 1 in India and Pakistan, 1n spite of political 
han to get their “ indents’ forders) confirmed by an acceptable merchant 
ship [In pract he distributor may be referred to as the “‘ manufacturer’s 
agent he manufacturer quotes his price f.o.b., leaving the confirming 
house to operate it netion of securing freight and insurance from the overseas 


buyer, thus virtually changing the f.o.b. supply price into a c.1.f. price to the 


This is not, however, the a practice in trade with the Dominion 
and Colonial markets. There have been instances of manufacturers’ quoting 
c.i.f. direct to their distributors, thereby cutting out t the merchant shipper, and 
onsequently themselves carrying the credit and insfer risks and even, on 
occasion, the exchange risks. Some further part of the trade towards these 
markets has been taken out of the hands of shippers when manufacturers have 


set up their own selling organisations in the territories, although this has not 
always involved so drastic a change in structure as might at first appear ; 


for example, the selling organisation may take the form of a company the 
quity of which is partially taken up by the former distributor. 
Another type of hange in the structure arises from the establishment of 
branch factories in India, Australia, New Zealand and even South Africa. The 
rm “ branch factor is a misleading eaiibiallink it usually means a 
limited company set up to m rs the branded goods, either by manufacture 
under licence against royalties, or by a joint venture with local interests in 
el 11] i | ] l i Fe 10 S 
i ) ul skal tent I . acct to soure | 
s f capital nd materials—in fact, what the Americans call 
know-how H igain, the merchant shipper is likely to be shut out from 
> trade financing. The manufacturer is hardly likely to require orders to be 
confirmed by a merchant shipper where they emanate from a buyer in whosé 
organisation he h in equity-interest 
Despite th Vari structural shifts which detract from the merchant- 
shippers’ turnover, there has been a certain trend in the opposite direction. 
The merchant fraternity are a sturdy race. They lie in the direct line of descent 
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from the Elizabethan merchant venturers, and have survived because of 
certain qualities of energy, initiative and resourceful shrewdness. It has been 
very noticeable, over the past four years, how active they have been in what 


might be stvled “ agency hunting.”’ They are constantly wooing the manu- 
facturers to secure for their overseas clients any sole distributorship contracts 


which may be going—either because the manufacturer wishes to enter new 


markets or because he is dissatisfied with existing arrangements. Where a 


shipper succeeds in negotiating a sole-distributorship for his client, he naturally 
insists on a clause requiring all orders to be passed through him for confirma- 
ion, though seldom finding it necessary for his commission percentage to be 


specified in the clause. [t may be noted that although many merchant shippers 
derive an important part of their business from exports to the Dominions and 


does not end there—some shippers operate similarly 


Colonies, their function 
in foreign trad: 

The scope for intervention of the merchant shipper necessarily depends toa 
large extent upon the nature of the product. He is particularly active in the 
many standardized products which form so important a part of Britain’s 
export trade Certain textiles, many tools, sanitary ware and many plastic 
goods come into this definition. These are handled by merchants acting strictly 
as such ; the merchant buys from suppliers at one price and selis to his clients 
at another. He does not work on commission, but on a margin of profit. His 
gross apparent income usually includes a margin for freight and insurance since 
he habitually buys “ ex-works ” or f.o.b. and sells c.i.f. It is all too easy to 
verlook the significance of the proportion of export trade which is directly 
due to the merchant's expertise. Indeed, many manufacturers coming into the 
export market for the first time since the war owe their performance solely to 
his work. 

As for the methods of finance, the merchant shipper, broadly speaking, is 
more inclined to carry the risks of credit, transfer and exchange than is the 
manufacturer who exports direct to overseas buyers. In other words, if we 
could divide the value of export turnover between merchant-shipped mer- 
chandise and manufacturers’ direct exports (other than components and 
materials to participation ventures) we should find the degree of credit granted 
to be greater in the first group. This granting of credit is, indeed, inherent in 
the merchant-shipper’s relationship to his clients. That does not mean that he 
will never demand that his client should open a banker’s confirmed irrevocable 
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credit as a condition of the sale ; it does mean that, other things being equal, 
he is the less likely to put upon his client the cost which such credit-financing 
involves. He is, after all, the specialist in exporting, which is his whole exis- 
tence; whereas the essential specialization of the manufacturer is manu- 
facturing. It follows that, as the volume of exports sold direct by manu- 
facturers rises, so a greater proportion is financed by methods whereby the 
goods themselves provide a specific security (e.g. documentary bills). On the 
other hand, as the importance of exports to participation-ventures grows, so 
does the amount of “ open-account ’’ financing. 

Apart from these various “ structural ’’ influences upon the pattern of 
export finance, there are those arising from conditions in home and overseas 
markets ; the relative strengths of demand, competitive supplies from other 
sources, political factors setting up exchange and transfer risks in greater or 
less degree—even the real or imagined threats of conflicting ideologies. It is 
ev ‘dently impossible to analyse the effects of such influences. They are merely 
an indication of the kind of general considerations which, when there is scope 
for bargaining, either the seller or the buyer may have in mind when pressing 
for particular terms of payment, or in deciding, in particular cases, that a 
concession in these is less important than insistence upon given terms of 
delivery or price. In practice, however, such elastic scope for bargaining does 
not now exist over a wide range of export trade. Merchandise in warehouse has 
a way of exerting its own peculiar pressure towards sale, for obvious reasons ; 
so that it is likely to be offered to a large number of buyers, on terms stated 
by the seller, “‘ subject to being unsold on receipt of firm order ”’ 

Moreover, the importance of continuity in the production process increas- 
ingly has its effect in the mechanics of distribution. This givies rise to an 
important stabilizing factor in the realm of export financing: the long-term 
distribution contract. In the many classes of exports effected through sole 
dis appointed for one, two, three, five or more years—contracts 
almost invariably contain a ‘“ payments clause ”’ stipulating either 

(a) orders to be confirmed (and paid for) by a named merchant shipper, 
as already explained ; 

(b} orders to be confirmed by a shipper acceptable to the seller but not 
specifically named (this stipulation applies where the initial contact is 
between manufacturer and distributor in the Colonies or in one of the 
Dominions, and it is left to the distributor to appoint a buyer to act 
for him) ; 

(c) orders to be financed by irrevocable credit, confirmed by a banker in 
the United Kingdom (unfortunately, some manufacturers are not as 
specific as they might be, so there have been some disputes about 
what constitutes a “‘ bank credit ”’) ; 

(4) payment either by a shipper’s intervention or by bank credit (this 
provision is used when the manufacturer has a standard contract form 
for all overseas distributorships, sometimes called a ‘‘ franchise ’’) ; 

(e) manufacturer to draw bills of exchange on the buyer at sight or named 
usance (30, 60 or go days sight) ; or 

(f) net cash against documents in London—an alternative way of leaving 
the buyer to make his own arrangements. (This practice is not one to 
be generally commended, since it leaves an unnecessary amount of 
detail to be arranged before individual shipments can be dispatched.) 
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It may be noted that the proportion of British exports through sole-distributor 
channels tends to increase, thus making for a greater area of stability. On the 
other hand, a certain number of agency arrangements are continually reaching 
the end of the agreed period at which notice can be given by either party. At 
that point there are always some where the buyer presses for more favourable 
payment terms. 

For the early future, one tentative conclusion can, perhaps, be drawn about 
the changing pattern of export finance. By and large, and considering the 
whole stream of trade, it is apparent that conditions in the immediate post-war 
period conduced to the use of bankers’ credits to an unprecedented extent. 
Merchandise was in short supply. Buyers were sometimes offering ‘‘ cash with 
order’ in order to secure prompt delivery. Even as the stream of exports 
increased, the seller could still afford to name his own payment terms and 
tended naturally to ask for bank credits because of the greater security they 
afford. But the change to buyer’s markets which we have now seen, and with 
sterling becoming harder and harder, there is a margin of trade not tied down 
to long-term distribution channels. At the margin, therefore, turnover can be 
maintained only by deferring the time of effective payment by the overseas 
importer. Where the business is not circumscribed by the traditions of the trade 
in the particular market, or by contract, buyers now ask exporters to draw 
bills of exchange on them at the longest terms they think they may be able to 
secure. 

Some exporters have softened the change by a compromise. When faced, 
for example, with the demand that sight bills should give place to go- 7 
bills, they have conceded half of what is asked; they now draw for half t 
invoice amount at sight, and the other half at usance. 

It is important, however, not to exaggerate the significance of such tenden- 
cies. If we survey the export field as a whole, we find that the change in the 
pattern of trade financing has been gradual—more gradual than might have 
been generally expected. Even when to-day’s conditions are compared with, 
say, those of two years ago, the differences are to be observed in a number of 
small movements rather than in any sweeping alteration of the pattern in 
the kaleidoscope. 
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Tighter Rent Restriction 
By »s Sophian 


HE chaotic state of the law relating to Rent Restriction will not be 

diminished by the Landlord and Tenant (Rent Control) Act, which 

received the Royal Assent on June 2 last. Before 1939, the gradual 
process of decontrol of the system remaining from the first world war—decontrol 
effected by the Acts of 1933 and 1938—had led one to suppose that this legisla- 
tion, which was essentially temporary in its character and original intent, 
would pass away, unwept and unsung. Unfortunately, the scarcities caused 
by the second world war inevitably led to its continuance and important 
extension. New problems of interpretation of these Acts have since given rise 
to a body of case law which in volume, if not in complexity as well, outstrips 
that on almost every other branch of the law. The policy of the present Govern- 


ment is to revise the whole structure at some future date ; in the meantime, 
the practice’ of legislating piecemeal continues, and the latest example is this 
Landlord and Tenant (Rent Control) Act, 1949. It makes important changes 
but some of its provisions are far from clear and another crop of cases may 
expected. In its restrictions upon premiums, moreover, it affords, in prin- 
ciple, yet another instance of the tendency of modern legislation to interfere, 
retroactively, with existing contracts. 
The main changes consist in the fixing of new rents in substitution for the 
standard "’ rents which otherwise would have been determined under the 
ordinary law by reference to first lettings effected after Septe mber I, 1939; 


in the imposition of further restrictions upon the charging of premiums, and 
the extension of the protection of the Acts to cases in which the tenant shares 
any part of the living accommodation (e.g. a kitchen) with either the lan llord 


r other ;. It also makes certain amendments of the Furnished Houses 
Rent Control) Act, 1946. The most complex provisions—and, for many 
property-owners or lenders against property, probably the most important 

are those relating to standard rents and premiums. I[t is to the elucidation oi 


e+ 


these, therefore, that this article is directed. 
STANDARD RENTS 
the present time the vast majority of controlled houses are houses 
brought within control by the Rent Act of 1939. Under that Act, the material 
date, by reference to which the standard rents were to be fixed, was Septem- 


ber x, 1939. If the house was let on that date, the standard rent for the 


f control was the rent actually payable at that time. If it was not 
let on that date, then the rent at which it was last let before that date would 
be the standard rent. If, however, the first letting was effected after that 
date, then the standard rent was to be the rent at which the house was first 
let then. 

Rents — lettings after September 1, 1939, have thus reflected th 
abnormal scarcity values which properties have since attained. Accordingly, 
Section 1 of the new Act gives the tenant the right to apply to a tribunal to 
fix whatever rent the tribunal considers reasonable in su ibstitution for what 
otherwise would have been the normal standard rent. Not much guidance is 
given, however, upon what is a “ reasonable’ rent. All the Act says is that 


purpose of 
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it must be the rent which is in all the circumstances reasonable, having regard 
to the other terms and conditions of the letting. 

Provision is also made for cases in which a first letting, effected since 
September 1, 1939, but before the 1949 Act, has been made at a rent flus 
a premium. In such cases, the premium itself has to be, as it were, assimilated 
into the rent, in the following manner : 

If the tenancy granted was for a term exceeding seven years, it is first 
necessary to calculate the number of rent periods in the whole term. Thus, 
if the lease was for 10 years, with rent payable quarterly, there would be 40 
rental periods. The premium paid must then be spread over the whole of the 
rental periods. If in the above tenancy a premium of £400 had been paid, the 
rent payable under the lease would accordingly be treated as being £10 per 
quarter more than the amount actually reserved by the lease as “‘ rent’. The 
le sssee would then be entitled to make a deduction of {10 per quarter from the 

‘reasonable ’’ rent fixed by the tribunal. But this reduction of the rent, i 
should be observed, will operate only from the first rent quarter eles 
after the tribunal has issued its certificate determining the amount of the 
reasonable rent. Where the first letting (after September 1, 1939) was for 
a period of seven vears or less, or was a yearly, quarterly, monthly or weekly 
tenancy, it will be treated for the above purposes as if it had been originally 
granted for seven years. The “ rentalization ”’ of the premium accordingly will 
then be made on the basis of the number of rent periods in such a term. 

It would appear, though the Act is not quite clear on the point, that the 
tribunal in fixing the reasonable rent will have regard to any circumstances 
arising that may have entitled the landlord to increase the rent, e.g. because 
of an increase of rates or because he has made improvements to the property. 

Once the reasonable rent has been fixed and the tribunal’s certificate has 
been issued, the landlord can increase the rent only in the event of a subsequent 
change of circumstances (such as increases in rates), and then only, of courss 
if he is entitled — r the terms of the contract of tenancy, aud under thi 
provisions of the Rent Acts themselves, to charge the increase. 

Special provision is npr for the case where a landlord, although he charged 
the tenant a pre mium on the first letting, has before March 25, 1949, sold the 
eversion for money or money’s worth. In such a case, the tenant will be 
entitled to recover a portion of the premiums from his ex-landlord. The 
amount he can recover will depend on the relation between the reasonable 
rent and the rent payable under the terms of the lease for the rent period in 
which the tribunal’s determination is made. 

If the rent at that date is equal to or greater than the reasonable rent, the 
tenant will be entitled to recover from his ex-landlord the full amount of the 

ntal equivalent "' of the premium (calculated in the manner above des 
scribed), for the appropriate number of rent periods—that is to say, the number 
of complete periods between that in which the tribunal’s decision is made 
and the “ relevant date’. The relevant date, as already explained, is the date 
when the term is due to end, if the original term was for more than seven vears 
or is otherwise the end of the notional term of seven years. 

If, however, at the date of the tribunal’s decision, the rent payable under 
the terms of the lease is less than the reasonable rent, this advantage to the 
tenant has to be set against the rental equivalent of the premium. Thus the 


‘ 


tenant can recover from his ex-landlord only an “ excess ’’ rental equivalent, 
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for the appropriate number of complete rent periods determined as above. 
For example, in the hypothetical case instanced previously, the “ rental 
juivalent '’ of the premium was {10 per quarter. If the rent payable undet 
the lease at the date of the tribunal's decision was £27 Ios. per quarter. but 
the tribunal found the reasonable rent to be £30, the “ saving” of £2 Tos. to 
the tenant would have to be set against the rental equivalent of £10. Hence 
the tenant would be entitled to recover from the ex-landlord onlv the exce 
ie. /7 tos., for each of the appropriate number of rent periods. 


PROHIBITION OF PREMIUMS 


The Act also contains general provisions prohibiting the charging of 
premium The prohibition extends to every letting which is a controlled 


letting. Formerly a premium could be charged where the letting was for a 
term of 14 vears or more. It appears that this will no longer be allowed. 
[The provisions do, however, apparently leave open at least one of the 
loop-holes existing under the previous Rent Acts. While a landlord was 
lebarred from charging a premium, a tenant who assigned his tenancy was 
free to do so. This was because S. 8 of the 1920 Rent Act applied only to 
cases where there was a “ grant, renewal or continuance’ of a tenancy or 
ubtenancy Furthermore, it was only the person granting the tenancy o1 
the renewal or continuance thereof who was aftected by the prohibition. Thu 
here was nothing to prevent a tenant arranging with a person who wished to 
wcupy the premises that he, the tenant, would for a consideration surrender 
his own lease and procure his landlord to grant a new tenancy to the third 
person. So far as one can see, this second loophole is still open ; in other words, 
the prohibition now extends to assignments but not to substitutions of 


t 


tenancies. 

The position of an assignor is not quite the same as that of a lessor. The 
assignor is entitled to require payment by the assignee of any outgoings such 
as rates or tax which the assignor may have discharged in respect of any 

riod after the assignment takes effect. He is also entitled to recover the 
amount of any expenditure reasonably incurred by him i carrying - out 
tructural alterations or in providing or improving fixtures which he would 
not be entitled to remove; if the assignor had himself become the tenant by 
assignment, anv reasonable sum which he himself had paid to his own assigno! 
for alterations or improvements would be recoverable by him from the person 
to whom he in turn assigned the tenancy. Furthermore, if the premises are 
used partly for residential purposes and partly for a trade, business or pro- 
fession, the assignor is entitled to receive payment for the transfer of the 
goodwill 

he position of a tenant who has already paid a premium before the com- 
mencement of the Act 1s specially dealt with. He may pass on to the assignee 
a4 proportionate part of the burden of any premium that may have been lawfully 
required of him, the proportion being determined by the relationship which the 
remainder of the tenancy from the date of the assignment bears to the whole 
term. In each case the end of the term will be “ the relevant date ’’, as already 
explained. Thus, if a quarterly tenancy, originally granted on January I, 1947, 
for a premium of £700, was assigned as from January 1, 1950, the “ relevant 
date ’’ of expiry (the tenancy not being one for a term exceeding seven years) 
would be notionally at the expiry of seven years from January I, 1947; since 
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the tenancy thus had notionally four vears to run at the date of the assign- 





ment. and ft] le notional period is seven vears, the tenant could recover 
yn the assignment 4/7ths of £700 
| irther special pro 1s10ns apply whoere the landlord sold his rever;rsion 


fore March 25, 1949, and the tenant thereafter seeks to assign the tenancy 


if in such circumstances the rent pavable is equal to or greater than the 
asonable rent, it would appear that the tenant cannot pass on any portion 


of the premium to his assignee. But if the rent pavable is less than the reason- 
ible rent. but ft] lifference is less than the “ rental equivalent "’ of the 
premium, the premium will have to be reduced by the methods already des- 
ribed: the tenant will be entitled to ver only the appropriate proportion 
of the premium after such reductior 

Che prohibition against the charging of premiums is also extended to 


tain lettings under which the rent includes payment for the use of furniture 
rvices. Such a letting will come within the jurisdiction of a rent tribunal 


i 


inder the Furnished Houses (Rent Control) Act, ro4g6. If the tenant has 
applied to the Tribunal, and the Tribunal has fixed the rent payable for a 
rticular period, a premium may not be charged during that period on the 


srant, renewal, continuance or assignment of any similar contract of tenancy | 


luring that period. The new tenant or assignee may, however, be required to 


pav for anv good ill transferred to him, and also for outgoings discharged by 


the lessor or assignor in respect of anv period sv. bsequent to the date when 


the grant or assignment takes effect 
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IRELAND 


A Financial and Economic Survey 


The Balance al Payments since the Wa 
By ers A. Duncan 


(Professor of Political Economy, University of Dublin) 


ROFESSOR JOHN BUSTEED’S article in THE BANKiR of July, 1948, 

set out admirably the historical background of the Kepublic’s sterling 

assets and their relation to that elusive concept, the balance of payments. 
His reference to the impossibility of segregating, except in a purely arithmetic 
way, the figures relevant to the Republic from those relevant to Northern 
lreland, emphasizes the artificiality of economic statistics based on arbitrary 
political boundaries : the Republic’s social, economic, and financial structure is 
so intimately bound up with that of = the rest of the British Isles that figures 
relevant to the whole island, if procurable, would possibly have even less signi- 
ficance than those of the Republic alone. ‘As a parallel case, if London and the 
Home Counties were suddenly segregated by fiscal, financial and statistical 
barriers, we should undoubtedly have some very curious “ balance of payments” 
situations, and correspondingly curious actions by politicians and officials, and 
correspondingly curious “‘ rationalizations ’’ by economists. Such a warning is 
always necessary when attempting to follow the fashionable balance of pay- 
ments approach to what has been happening in a particular economy, especially 
so when the economy is that of Ireland. With that reservation, however, we 
may make the attempt without undue twinges of conscience. 

The two wars, as Professor Busteed has shown so clearly, altered the 
“foreign assets ’’ and “ balance of payments on current account ”’ position of 
the inhabitants of the territory that has now become the Irish Republic. Since 
the Republic has had no problem of reconstruction or of loss of assets, it might 
be tempting to hope that the time is now ripe, four years after the end of 
hostilities, for a provisional assessment of the effects of the second war on its 
economy. Such an assessment, however, is obstructed by two difficulties. The 
terminus a quo is uncertain; the economic war with the United Kingdom, 
dating from 1932, was partially settled in 1938, but there was obviously no 
time for an “ equilibrium ’’ pattern of trade, payments and investment to 
be deve ‘loped, conforming to the new twilight of April, 1938, before the lights 
went out in September, 1939. Similarly, the terminus ad quem is still uncertain; 
we apparently remain committed to a régime of high protection, but we do not 
yet know how other governments are going to react to the special position 
which the Ireland Act, 1949, seeks to confer on the Republic ; it is, perhaps, 
doubtful whether production in the Republic has yet had time to show what 
it can do to recover from the inevitable deterioration of 1939-45 ; and on that 
hangs the question how far our people will want to continue to draw on their 
enforced accumulations of the war period to maintain the consumption stand- 
atds to which they have grown accustomed. In seeking, however, the “‘ tem- 
porary equilibrium pattern ” likely to emerge, two features appear to be rather 
strikingly persistent, and may, therefore, be expected to retain considerable 
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eniticance. They are the adverse balance of visibie trade and the failure of 
igricultural output to expand. 
During the eight years of a relatively liberal regime (1y24-3r) the adverse 
visible balance averaged £15 millions annually. The eight years of a mercan- 
tlist régime (1932: 39), « plank in whose policy was to reduce this * drain, 
ised the average to £18 millions Post-war “‘ cashing-in "', by the spending of 
r-time accumulations of funds, has, of course, temporarily raised it to 
tastic heights—¢33 millions in 1946, £92 millions in 1947, £89 millions in Bi 
48 and ¢18 millions in the first quarter of 1949. The surprising thing is not 
it this import “‘ spree ’’ occurred, for it was very natural in all the circum- in 
ances, but that it produced so little apparent effect upon the Republic's 
ul tatistics. [he net foreign assets of the banking system, including the i 
Central Bank, actuaily increased by 414 millions in 1946, and shrank only by fa 


17 millions in 1947, £4 millions in 1948 and £1 million im the first quarter of 
$9. In part this was due to new and transitory sources of foreign income, 


mainly tourism, and equally transitory inflows of foreign capital, mainly for ar 
he purchase of houses and lands. Thus the net credit balance of known items of 
in the bala 4 payments on current account was 426 millions in 1945 and iC 
{6 millions in 1946, estimates which are not absurdly out of keeping with the to 
anking figures. But in 1947 (the figures for 1948 are not yet available) this a 
credit becomes a debit of {41 millior 1s, against a net loss of bz que. assets of [r 
17 millions only. There is a residue of “ error ’’ which can be explained only 
y technical (and inevitable) defects in the figures used (e S. defauit in payment TI 
imports at invoiced values, valuation of securities held by the banks, m 
division of banking business between the Republic and “' elsewhere ’’, private va 
roperty transactions, etc.). pa 
All the indications nevertheless are that, as a ig15, a substantial pro- in} 
rtion of our war gains of assets will be preserved, and will earn a substantially wi 
ig money income; that the invisible sats such as emigrants’ remit- ler 
tances and service pensions will also remain at a substantially higher level an 
nd that even tourism will earn more. This last is the most problematical case sp) 
ihe Republic’s touristic advantages are unfortunately inferior to those of ag 
many other countries equally accessible from the United Kingdom, and it 1s E. 


too much to hope that this can be offset by its attractions for Irish-Americans ; 
on the other hand, convenience in the matters of language and currency gives 
it a certain pull, which would be enhanced by any devaluation of sterling. All in 
ail, it is highly probable that the Republic’s import surplus will settle around 


{20-25 millions annually in the temporary equilibrium conditions that may be : 
xpected to succeed the ending of the present “‘ spree ’’. It looks as if that 19] 
spree ’’ has well passed its peak by now (many of the importers have burnt 9 

their fingers). The expectation suggested above depends on an appropriate 

expansion in the value of exports: if that fails to materialize, a much larger 
import surplus for many years is quite possible, financed by continued realiza- 

tion of external assets. SU: 

Che second persistent feature, the failure of agricultural output to expand, ec 
can be readily illustrated. The first official estimate of Agricultural Output to 

(gross) related to the year 1926, and the first index of the physical volume of esc 
igriculiural production was published in the Jrish Trade Journal in December, ph 


1944. Thisindex was calculated only for the agricultural years 1938-39, 1941-42, 
12 


-43 and 1943-44, to base 1929-30. It has been continued each year since, the 
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vear’ being chatized to the calendar year in 1945 and the base shifted to 
8-39 in 1947. The indexes for selected years (those based on 1938-39 being 
juced to bas» 1929-30=100 for ease of comparison) are 


TABLE I 
GROSS AGRICULTURAL OUTPU!1 


Year 1929-30 1938-39 §=©1943-44 81945 940 1947 
ase 1929-39 oa 100 97 87 Oz 2 ‘ 
Base 1935-39 100 99 a2 99 7 9 
It will be seen that the 1938-39 base gives a somewhat more favourable 


mpression, but leaves unshaken the picture of contraction over he last 20 
ars. Also, the figures are somewhat illogically inflated in recent years by the 
clusion of turf or peat. The really disappointing thing, however, is that, so 

I he roughness of our material permits an impression, the same story 

lds for the preceding 30 vears also. 

Such extremely crude summarizations cannot, of course, be much relied on 
and in particular they leave out all considerations of quality ; but, in default 
of more precise inform ition, they do suggest very strongly that agricultural! 
ctivity in the Republic ascended from a pit in the andthe nineteenth century 

a plateau, attained round about 1900, from which it has not advanced, but 
ather slipped back, an impression reinforced by comparison with Northern 

[reland. 

Each of these significant features has consequences of present importance. 
fhe subjects of the Republic, like any other arbitrarily selected small com- 
munity not over-endowed by Providence with natural resources, demand a 
vast and varied — ‘ction of imports to maintain the kind of consumption- 
pattern to which they have become accustomed. In practice, they have noth- 
ing important to s¢ phe except agricultural produce, and nowhere to sell it 
worthy of serious consideration except the United Kingdom. Their two prob- 
ems are, therefore, the export of agricultural produce to the United Kingdom 
ind the convertibility of sterling. The preceding paragraph suggests that, in 
spite of some improvement over the last year, schemes of great expansion of out 
agricultural production and exports, and even the more modest guesses of the 
E.C.A. programme, may be much more difficult of attainment than their authors 


r ac ¢ 
as l 


TABLE II 
LGRICULTURAL PRODUCTION AND STOCK 


roduction of crops* No. of animalst No. of pouitry{ 

Period (900 starch tons) Yeat (000 units) (000 units) 
[500—69 1,905 1561 5,599 10.6 
1900-09. 2,160 [gor 7,002 16.7 
IgI0-19 2,397 IQli 7,028 21.5 
1920-29 . 2,195 1929 6,916 24.5 

* Decennial averages 

t All horses and cattle counted as one unit; mules, jennets, asses, sheep, goats, and pigs 

counted as half units. 
; Turkeys and geese counted as two units, ducks and fowl as one unit 


suspect. Undoubtedly, since 1914 the succession of general war, civil war, 
economic war, high protectionism and general war again have done nothing 
to facilitate and improve agricultural productivity, but the Irish Republic 
escaped the direct ravages of both gener: ral wars, and the civil wars did little 
hysical damage to agriculture ; further, throughout this period a great deal 
was done by ali governments to sustain and encourage the farmer at the 
expense of t ther members of the community. I[t therefore looksas 1 
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were some more deep-seated cause of the back-sliding of agricultural produc. 
tivity ; one can think of a number of interlocked political, social, legal, mora] 





and technical circumstances which would qualify under that head. So far as 
this is true, any noteworthy stepping up of agricultural productivity wil 
require more than exhortations and “ plans ’’, more even than renewed pub. 


licity about better technical methods and equipment, more even than land 
larger subsidization of the farmer. 


eal oe te ] 
reclamation, etc., and large! 


Any improvement in our agricultural exports to the United Kingdom wil 
naturally be doubly welcome, because it will diffuse somew! more well-being 
among our whele population, and because the portents at present seem un. 
favourable. But undue optimism should be curbed by the reflections 

1) That an improvement, brought about not by a developmen ming 
efficiency (i.e. in output per unit of input), but by some ale 
sul sidizatl lh Ol {ar S Wil not promot ne eg Fe well Ing, I 
terms either of consumption or « alances of payments; wl tk 
farmer gains, somebody else loses 
Phat it is not a question only of our efticiency—it is a question also of , 


government policy in the United Kingdom and of the efforts of com. 
peting suppliers, and “ policy ’’ in this connection is net a matter of 
large and vague decisions but of everv-day administrative matter 
such as price-differentials, terms of contracts, etc. 

(c) That the largest improvement in our sales to the U.K. market will be 
of no assistance to us vis-d-vis the non-sterling world unless and to the 
extent that sterling becomes once more freely convertible—we ar 
committed to sterling, not by policy but by facts, and there is no 
visible way of breaking loose; there is no likelihood of more than 





marginal exports to non-sterling areas, there is a great demand for | 
imports from them, and present controls prevent our switching ou 
foreign assets. 
This last point is the crux of the E.C.A. aid to this country: not having | 
been devastated by war or afflicted by the United Kingdom's peculiar balance 
of payments problem, the Insh Republic scarcely qualified fer Marshall Aid 
on its own account: it became necessary only in order to replace the dollars 
formerly drawn from the dellar pool of the sterling area. The general complaint 
among importers and bankers is that the procedure of authorization unfor- 
tunately necessitated by the nature of E.C.A. is much more cumbersome thal 
the former method. The transition from the old to the new method of payment 
has been facilitated (but not without inevitable stumbles, which afflicted 
particularly, e.g., the motor assembly trade) by the sterling pool's tensio 
ol a dollar overdraft ’’ to this country, so that, as indicated by the Minister 
for Finance in his Budget speech, dollar imports are financed in the first , 
instance by purchases from the erlit rea pool, which are subsequenth 
reimbursed when the purchases are passed as eligible by E.C.A. and a corres | 
ponding drawing is made upon tl pen line of credit. An indication, neces 
Sa npl ( of t I Tuk I} 1 is ah n by ie LIT peec 
In the financial vear 1 { nts were $70 millions, $30 million , 
red by the dollar ree ( cal resident: es miulions t | 
ce Itimately from | In t same period the estimated value ¢ ; 
isl imports f $530 millions 
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Given this temporary aid, the real question is: What happens in 1952? If 
sterling has not by then been made convertible, the Irish Republic must either 
suffer the loss of most of its dollar imports, or obtain aid similar to the present. 
The servicing of the present loan will also depend on the convertibility of 
sterling. Another interesting speculation also arises. The great bulk of govern- 
nental, leaniaias and insurance funds, institutional investments, company 
reserves and private savings is held in the form of sterling securities, and most of 
it in U.K. securities. This happened for very good reasons—dearth of good 
domestic securities, accessibility of the London market, and confidence in 


rasce III 


Value oi Volume of Value of Volume of Visible 

Imports Imports Exports Exports Deficit 

% iA % £ mn. 
{i (2 (3) (4) (5) (6) 
Year 1945 .. 40 42 - 20 + 20 6 
1940 .. 75 + 82 + {0 - 4 33 
194 02 4 I - | 92 
1945 .. 4 2 + 20 I 39 
ist Quarter 1949. — 15 n.a - 29 Na. 0 


British securities. Now that confidence has been sadly shaken, and all holders 
of funds feel strongly the urge to spread their risks by switching a part of their 
holdings into dollar securities, if t th: it freedom should ever again be restored to 
them. There are strong pulls in both directions, and it will be interesting to see 
what happens if the pos <sibi lity ever presents itself. 

This is now the place to assemble some of the data relating to money, prices 
and balances of payments for the post-war period. They are of descriptive 
value only, but their implications may be noted. All figures have been reduced 
to a comparable basis. In Table III, column (2) shows how our monetary 
demand for imports has mounted, and column (3) translates this into real 
terms. Columns (4) and (5) show the corresponding monetary and real figures 
for exports. These four columns show only too clearly that the natural post-war 
exaggeration of our demand for imports was not matched by either a corre- 
spondingly inflated demand for our products from other people or an improved 


TaBLe IV 
Current Banking Bank Balance Bank 
Balance Foreign Assets Sheet Totals Deposits 

# mn. / mn. > % 

(2) 3) (4) (5) 
Year 1045 . + 20 24 + 38 + 10 
194 ° 4 6 14 +- Q - 3 
1947 : = 4F 17 + 0 6 
» 1948 : n.a. t 2 -- 
Ist Quarter 1949 ; n.a. i I + 3 


export-efficiency on our part. The results are shown in column (6), in the usual 
but meaningless terminology of ‘“‘ trade balances’. The more refined but not 
much less menmangiees “balance of payments on current account ’’ appears in 
Table IV, column (2). The algebraic difference between these two columns 
represents, of course, the Irish Republic’s net “ invisible ’’ income (within the 
limits of error of the relevant guessed or estimated figures). In column (3) 
appear the effects of column (2) on the local banking system; as already 
noted, the effects are surprisingly slight. 

Column (4) in Table IV begins to show the banking reflection of the pro- 
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cesses at work, 1 rding the changes in their balance-sheet totais, and column 
= re closer te the « re wit] ; bank dep sits IT the Irish Republi 
—but readers will | ware of the artificial valuations of the bankers’ port- 
folios and of rbitrary definition of “a deposit in the trish Republic” 
Su ing that columns (2), (4) and (5) in this Table were all three of them 
both accurat nd exhaustive (which, for columns (4) and (5), would mean 
trapping all similar transactions which go through channels other than th 
sted Danks), ft re should then be 1 higl cle sree Of posit "e COTTE ition bet 
} possible disturbing influence being changes 
bh \ Cirecul j 
i otes r ‘ Jebi 
(5) 
[2 I Q 
[gat 2 5 Is 
194 2¢ Q 21 
194 I 3 14 
investment policy ' by the Irish Republic's subjects who become from time 
to time entitled or disentitled to “ balances’’ under (2) Table (V) sets out 


the basic features of monetary behaviour. No single figure is definitive. Column 


(2) necessarily excludes all cash transactions, and such transactions within th 
Pi cciestit + hy » increasing in ahenlute and relative macmitude at lead 
mepubdiic Must have been mcreasing mM adsolute and relative Magnitude at ieas 


since 1932, if not since 1922—artificial price-gradients put a premium on 
black-marketing, which in turn diverts payment from the banking system to 
the “cash” system, as is evident in columns (3) and (4). “ Bank Debits 

(column (5) ) equally exclude “ cash ”’ transactions. What index can one then 
get of the “ offer of money against goods’’? None: the vital half in all 
monetary equations is missing here—as elsewhere. If we try to approach the 
problem from its other end—the levels of prices (Table Vj)-—the evidence is 
again incomplete. The admirable new index of wholesale prices (column (2) ) is 


Tani VI 
PRICE INDICES 


Wholesale Agricultura Cost of Living 


1 2) (3 (4) 


€ar 194 t 1 
1Q4f 2 

4 if 5 

a7 = . 


st Quart 


ecessarily heavily weighted by the cost of imports, and the mdex of agricul- 


tural prices (column (3) ) by the proceeds of exports; they therefore reflect 
events elsewhere rather than monetary phenomena in the Irish Republic. The 
limited significance of the cost-of-living index (column (4) ) 1s further reduced 


Che Irish Republic has been admirably served by its official statisticians, 
whose computations in all of the recognized fields—‘ national ’’ income, 
balances of payments, industrial production, agricultural output, prices— 
have reached a standard surpassed by few other government organizations m 
any one line, and by none in all lines. Yet the reflection suggested by the 
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I] rS BALANCE OF PAYMENTS 43 
+? + ‘ + 7} ? ~} } «7 
ceding paragray} it much of the primary material upon which they 
¢ 1 } 1] 
ive U¢ ) p riat ior fT r iVSIS OT economic pri hk ms and S 
] rr . 
ss s y " of « nic poli lo Ve] ir pl S 
amp! t ! ul ipparenily went In for a iy spree 
nports in 1040-47-48 ; how was this financed, and did the financing of 1t creat 
ay problems? Is i ly to come to an end, or create serious difficulties 
vbody, I ancl son [he evailable statistical material, raw or 
) ed, aftords } mparativelv littl help in trying to answer these 
mula l sti 2) § be 
y — j Ce | lia hai } 
Nevertheless, eg 1 way of realizing the change that come over tl 
picture since the end of the war is to look at the official balance of payment 
sti S narized 3 Table VII 
i I] 
LY Ss, I (J 
t XI T { 
1043 
Ti , rage 4 
] All we \ 2 < 
lourism rs 2 
, 13 
[ Tt e rd ‘ f 
ital 
5. Bankin S . 
6. investme! imsa ) 4 
tI I ~~ I 3 
ow r ae 
Halanci ile x4 ics an ate 4 7 14 11 
order to i Ie ¢ enta yu Daiance 1s “ iinancead il pposite notatiol 
mploved he capital account, e.g increase in external assets is shown witl 
minus sign 
+ Includes merchandise ; commissions; coin and bullion; posta! receipts; cimematograpt 
rentals ; Irish lights ; postal, telephone and telegraph service diplomatic, consular and 
similar expenditur 
* Includes payment to Government of U.K. under Agreement of Apmil, 1938 
§ Includes Trustee and P.O. Savings Banks and Savings Certificates Funds and Central Bar 
as well as commercial banks 


Covers only purchases and sales through stockbrokers and banks in the Republic, but includes 
also Government funds, company capital issues, and life insurance capital payments. 


** No detailed explanation is available of the radical change in 1947. 


Che official estimates for 1948 not being yet available, only guesses are 
assible. As already noted, the visible trade component of item (1) was some- 
what lower in 1948, and seems to be running much lower in 1949. Item (2) was 
probably larger in 1948 and will certainly be much smaller in r949. One might 
then guess a “‘ current total’ deficit of £35 millions for 1948 and one of £20 


nillions for 1949. As noted earlier in this survey, one component of item (5 
the net foreign assets of the banking svstem, shrank in 1948 by £4 millions 
on the other components of item (5) and on items (6) and (7) we have 1 
information vet, and any guesswork, particularly in view of the imperfect 


coverage of item (6), would be extremely hazardous for 1948 and still more so 
for 1949. The reflection is reinforced that monthly figures of visible trade and 
the quarterly figures of external assets of the commercial banks and the 
Central Bank are of as little help in calculating the Republic’s balance of 


payments as the latter is in estimating the Republic’s economic position. 
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{reland’s Investment Programme 
By Alexis FitzGerald 


Hie irish lomy, so closely interlocked with the English, is peculiarly 

lependent its flow of income on its ext ‘ral trade. Its tempo and level 

of activity are determined more by ‘ternal orders for its goods and 
services than lers which fi from deviant investment. The 
fundamental prosperity of a munity which constantly expends anything 
from one-quarter to one-third of its income on importing what it requires 
from every part of the earth depends more than anything else on its ability 
to earn in the wor!d mat the necessary means of payment for these goods. 
[his very propensity to import is a considerable limitation upon domestic 
expansion, for ‘y income generated, even if generated by exports, creates 


T 
its own pressure on the balance of payments. Irish projects, therefore, which 


are not squarely placed in that sector of the economy which creates an export- 
able surplus or which do not at least indirectly assist exports in some cost- 
reducing way, must be suspect, particularly as in 1947 and 1948 the balance 
of payments on current account has been passive—indeed, meengy so. With 


this truth and its various implications in mind, it is still possible to accept the 


I 
Keynesian criticism of the Irish economy and to state that the significant Irish 


economic experience has been of an investment deficiency. The Irish Govern- 
ment has now sct itself to remedy this deticiency. 
[t is possible to identify capital investment as the central thread running 


through economic history and to study its deviations as those which effect 
and explain the important changes in an economy. The rate of economic 
progress, the rate at which economic efficiency increases, depends in part upon 
what proportion of the community's annual product is currently not consumed 
but saved and made available for future . roduction. Economic efficiency also 
depends, of course, upon the investment of past generations and upon the right 
choices being continually made—where, indeed, choice is possible—in the 
employment of such savings. This question of choice is particularly important 
for Ireland, which possesses, it is estimated, gross external sterling resources 
of approximately £400 millions. 


Before examining some of the probabi » consequences of increased capital 


outlay within Ireland and considering the means whereby it is proposed to 
finance it, it is necessary to survey the propose “d outlays themselves. Anyone 
writing on these matters here does so under the shadow of a somewhat con- 
siderable statistical darkness which has rested on our affairs since the admirable 
National Income and [Expenditure figures for 1938-44 were made available in 


1946. Gross ca apital expenditure, both private and public, will this year, it is 
estimated, absorb over 20 per cent. of a national income in the region of 
£335 millions. This compares with an actual gross capital formation of 15 
per cent. in 1938 and of 6.0 per cent. in 1944. It also compares with an actual 
United Kingdom figure for 1948 of 24.3 per cent. Excluding duplication, 
gross capital expenditure by public authorities as a whole will be in the region 
of £28 millions. The significance of this may be gathered from the fact that 
it is greater than the total gross physical capital formed by all sections of the 
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community in 1938 and more than four times the total of similar expenditure 
in 1938; Irish wholesale prices are now 2} times the 1938 level. It is also 
creater than the total capital issues during the ten years 1939-49; these 
totalled 423 millions. These magnitudes mark the present drift of the economy. 

fhe capital expenditure of the Central Government in 1949-50 will be in 
excess of £20 millions. Of this, schools, housing and public health services will 
unt for £0 millions, electricity development for almost £5 millions, agri- 
culture 43 millions, roads £2.8 millions, telephones {2 millions, turf develop- 
ilion, and aviation, meteorological services and harbours £750,000. 

[his expenditure is intended to achieve a number of objectives. ‘“ There 
is no area of comparable size in the Northern Hemisphere,” declared the 


I 





Holmes Report*, “‘ which has such marvellous potentialities for pasture pro- 
duction as Eire undoubtedly has. ... [saw hundred of fields which are growing 
just as little as it is physically possible for the land to grow under an Irish sky ”’. 

It has been estimated’’, said the Minister for Finance introducing his Budget 
speecl that some 4 million acres of farmland, widely and unevenly distri- 
buted throughout the country, are of little or no value owing to inadequate 
drainage, the’ productivity of a further 500,000 acres is capable of being 


improved by the removal of furze, scrub, boulders and unnecessary fences. 


With State grants and assistance for draining and fertilizing it is hoped to 
bring back this considerable area of agricultural land into full productivity 
in the next year or so’ 

Considerable electricity development is also planned. Half the gross 
expenditure will be devoted to the expansion of generating capacity, and will 
be roughly balanced between steam and water power. It is proposed to double 
the output of electricity during the next six years, but even this will not keep 
pace with the growth of demand. There were four times as many new rural 
consumers last year as the year before. A new main telephone cable is being 
laid between Dublin and Cork, with branches to Waterford and Athlone. The 
automatic exchange system is to be extended to provincial centres. Ten 
thousand new subscribers will be catered for. An annual output of 1 million 
tons of machine-won turf is planned. The demand for this particular national 
product, having regard to the quality and price of the available coal, is far in 
excess of the supply and justifies the development. An energetic housing drive 
is in progress under the impetus of financial provisions which ensure that about 
half the capital cost of every local-authority house is borne by the State. 

How is it proposed to finance these various projects? There are four 
possible sources. These are, first, current savings ; secondly, the sterling pro- 
ceeds of the United States dollar loan ; thirdly, capital transfers from overseas ; 
ind, fourthly, external disinvestment. 

Private current saviigs must be the primary source. Although there are, 
in the receipts of public authorities, elements of a capital nature which can be 
regarded as forced savings, such as contributions to the Road Fund, no 
budgetary surplus exists or is possible. The Irish exchequer has run a small 
budgetary deficit for some years. The total deficits over the years 1939 to 

1 «2 


1949 did not exceed £22} millions, an annual average of £2} millions. In Irish 


circumstances, too, the finance provided by the undistributed profits of com- 





* Report by G. A. Holmes, M.Sc., B.Agr., A.R.L.C., on the “ Present State and Methods for 
mprovement of Irish Land’’. P. No. 9248, 2s 
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anics 1S sma intonly Jit been done by authority to increase j 


The gt source: VII in Ireland is the individual, and the bulk of hj 





savy 3 vhich mot sembles its Scottis 
counterpart lish) those institutions o frin the P 
Office a I S Banl Savines Cert } nportan 
f the | vings Bank can be gauged from the f hat there w 
n March 31, 1949, an increase over the amount due depositors at the end 
1938 of some 4 millions. The rate of interest on savings bank deposits w 
a luly, 1 las mpaign was later | Net sales 
Savi s Cert etween tl} } f Novet ilies r and mid ril, 104 
m« mpared witl payment of £81,000 in the same peri 
+} for S s Bank dk its increased ov the same period | 
I,520,00 ( ith a withd l 718,000 du thes five mont 
the previous veé 
Phe expansion of incomes under the impulsion of the investment programn 
ay expand personal savings. If the dang etl skeeae a ew incom 
will be spent on imported goods, it is a consolation to r per 
ill be collected in taxes, and, if pre-war standards are any guide. 15 pet 
will be saved, though the proportion saved will be affected by the deg: 
tenacity possessed by certain immobilities and rigidities to be mention 
hereaftet 
It is fami Keynesial that in certain conditions an increa 


im expenditure, so far from reducing the supply of savings, may incr 


+ 


and so far from diverting resources, may increase them. There exists in 





widespread excess capacity in the shape of underemployed land. labour, trans. 


port and distributive organization pes expansion of incomes which bring 
into employment resources at present unemployed or underemployed will ten 
to reduce marginal costs and aid the movement to lower prices. It will addt 
the available savings in so far as the expenditures do not flow out of the syster 
_ in so far as progress is not reta rded by crucial inelasticities of suppl 
1 leakage o 1 while Ireland can continue to receiv 
import rs are not currently required to be requited ; but the difficult 
aused by inelasticities might | 


= 


Incomes Can pe nance 


sht be more intractable. Such inelasticities cou 
consist 1n certain strategic skills and shortages which have the effect of levying 


tribute on the community and of svyphoning off resources in waste and increas 


costs. Subject to these two qualifications, the Savings Movement might receiv 
in impetus rather than otherwise from the investment programmes. 

Little need be said about the second source of finance, the United State 
lollar loan. The Land Rehabilitation Project, announc .d by Mr. Dillon, : 
pecifically to | nanced out of the Counterpart Fund. This source shou 
his year p ( further £20 millions . 

No substantial assistance can } xpect d from the third source, the infl 
f foreign capital. The combined effect of penal stamp duty on property 
transters to non-Irish citizens and of statutory controls of manufacture directe 


igainst aliens is that the Irish economy is prevented from extracting any, 


red—it is almost certainly larger than the figures have show 
ind owes its origin to the taxsystem of our neighbours—is unduly “‘ hot ”’ a! 


ardly desirable. [In fact there is some danger in the availability of suc! 


the minimum, benefit from such capital. The result is that such capital as has 


resoL 
disin 

J 
capit 
shou 
vere! 
War 


to ol 





nnal 
last 

defic 
men 


men 


The 
The 
Ire] 
run 
ster 
mel 
of t 
the: 
mc!l 


whi 





ND’S INVESTMENT PROGRAMME 4, 


resources. Their inflow might conceivably conceal the true measure of external 
f jisinvestmer 

ttis There is some controversy as to the extent to which the fourth source of 
P capital—Ireland’s sterling balances and investments in English securities— 
tal should be drawn upon. Qur external assets are due largely to British belli- 
verency. They result from three wars: the Boer War, 1914-18 War and 1939-45 

War. It is well, indeed, that the meek should inherit the earth. The additions 

3 V to our gross holdings in the years 1939-46 were of the order of £150 millions. 
les This accumulation of sterling, it is necessary to observe, was due very much 
IQ4 less to high prices for the exports of our goods and services than to Irish forced 
de saving throu; nability to procure imports. The decline in security prices 
1 two thirds of our total holdings are in trustee securities) and realizations of 
mt {30 millions in 19047 and £15 millions in 1948 have already reduced these 
accumulations an amount in excess of £50 millions. It is important to 

mi note that, owing to the increase in prices, the real value of our external assets, 
m despite the war-time accretions, is now substantially less than in 1938. Hence 
nt the real assistar ifforded to our balance of payments on current account is 
substantially less than it was. The receipts did represent one eleventh of the 
national incom«e they now represent one-seventeenth. There is a further 

factor. The Irish economy is a creditor one now interlocked with a debtor. 


It must reluctantly be noted that, despite the very many facilities and oppor- 
tunities afforded within the sterling area, sterling no longer entirely satisfies the 

‘ anand £ Woda , y .71 } , 1h > ~ } } as . 
prime condition of liquidity. Inevitably, though no more need be said, less 
‘an be expected from these external investments than before the war. 


ans When considering the propriety of employing external investment to 





finance domestic development it should be noted that the additions of these 
last years were made not so much from reductions in consumption as from 
dt deficiencies in domestic capital formation. In the war years, domestic invest- 
te ment was replaced by external investment. The measure of internal disinvest- 
pi ment can be gathered from the following table : 
1 
tes LUM ( GROSS PHYSICAL CAPITAL FORMATION AT HOME* 
Y 1928 1939 1940 1O41 1942 1943 1944 
I Actua value ‘/m ° 24.3 21.7 R737 3.3 it. I4.9 10.7 
Price index mbers ; 100 106 r21 133 144 54 156 
> 3. Volume of gre capital 
] rmatio a 24.3 20.5 14.0 10.0 7.7 7 10.7 


The deficiency of investment is certainly greater than these figures reveal. 
They do not show the disinvestment due to a reduced land fertility, which in 
Ireland is of the first importance. Nor do they allow for the considerable 
running down of normal stocks. A substantial portion of the realizations of 
sterling assets of the last years must have been employed in _ replenish- 
ment of inveniories ; another portion represented the expenditures on imports 
f those who earned their incomes from exports. It is possible to conclude from 
these figures that a further substantial external disinvestment in favour of 

; increased domestic investment can be contemplated without dismay. 

\ The test of the success of Irish investment policy will be the degree to 
which it produces a reduction in domestic costs. Other things being equal, 


* “Nation Expenditure 1938-1944”. P. No. 7356, Stationery Office, 1s. 9d 
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in am economy in a relatively undeveloped stage, the effect, theoretically, of 
applying successive doses of capital to a relatively fixed quantity of labow 
should be to raise the marginal productivity of labour, thereby increasing the 
real value of the earnings of the community. A new increment of investment 
is not, however, immediately assimilated into the capital stock of the system: 
many consequential adjustments may occur before the process of assimilation 


is complete. There is at the outset a danger for the community of an inflationary 
rise in prices unless every precaution is taken to reduce unnecessary expen- 
ditures during the period when incomes have been created but no newly pro- 
duced goods are in the shops to buy. This problem ought to be particularly 
obvious to an agricultural community familiar with the practical aspects of the 
igricultural process. Needless to say, different types of investments not only 


afford different vields but have different periods of gestation. It is clear from 
the proposed capital expenditures of the Central Government that a con- 
siderable time must pass before the community will gather from some of the 
expenditure a a ability to produce more goods from the same effort—in 
other words, at reduced cost. There is a danger that the Government will be 
under pressure to expand its outlays, and to attempt to do too many things 
at the same time. The more th expenditures can be restricted to productive 
purpose: s, in the narrower sense of that word, the better for even the long-run 
ambitions of the socially conscious. Every temptation must be resisted to 
spend on any except the most vital social necessities, if the whole programme is 
not to be imperilled. The balance in the outlays between the productive and 
macanaha tive is most important. 
On the whole the character of new investment justilies confidence. The 
many and diverse channels through which it is possible to pour the expenditures, 
especially those for agricultural expansion, make for a hopeful flexibility in 
control which can have regard to any inelasticities of supply it may encounter. 
This factor of inelasticity of supply is likely to be very important. Any dis- 
regard of it, which might cause a further increase in costs of production, would 
ye disastrous. By 1939 a Io per cent. spread had emerged between Irish and 
English price levels, and it has not been reduced in the past decade. Irish 
agricultural production is excessively costly and the producer needs to be less 
spoiled in tuture and more concerned to meet competition. Any attempt by 
iarmers or workers to take benefits in the shape of increased profits for the 
same effort would do great injurv. The war-time increase in farmers’ incomes 
zave us the familiar spectacle of farmers consuming a greater proportion of 
their incomes in kind on the farms. Such a development might reduce further 
the ay surplus for export. Mr. Holmes has in his report uttered warnings 
about the dangers of high farming. The index of agricultural production 
[929-30 = 100) stood at g5 in 1934, when prices stood at 60. Though prices 
had risen to 157 in 1945 production had fallen to 88. This may have various 
planations, but it re pres nts a truly astonishing failure to expand. Part 
anation mav have been lack of confidence among the farmers. 
Chere is evidence that confidence has now been restored and it — well be 
that the more important consequences of the Dillon Plan may be all the 
secondary decisions by the ve ry numerous Irish farmers to improve in all the 
ways open to them their method of production. 
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Strait - Jacket for India’s Banks 


By Service Etranger 

URING the short period of its existence as an independent state the 
Dominion of India has had to wrestle with more than one serious problem 

of foreign policy ; the clash with Pakistan over Kashmir, the Hyderabad 
dispute, the search for a formula which will reconcile national sovereignty 
with continued membership of the Commonwealth—these and other difficulties 
it have been e xpected to have provided a full agenda for 





be 

le Si Id mig! 
a cabinet far more experienced than that mete rules in New Delhi to-day. 
The Indian Government is therefore to be congratulated on finding the time 
to carry through commercial legislation, for that, however urgent in itself, 
must necessarily take second place to discussions concerned with establishing 
the foundations of satisfactorv external relations. 

Perhaps the most important ] ais. 4 domestic measure so far has been the 
Banking Companies Act of last March, “an Act to consolidate and amend 
the law relating to banking companies oo In addition to the old “ exchange 
banks ”’ (such as the Hongkong Bank and the Chartered), the Imperial Bank 
and the few but notable first-class indigenous banks, India enjoys the services 
of some hundreds of small banks whose ability to weather periods of crisis is 
so uncertain that the soundness of a considerable part of the country’s credit 
structure is always in doubt. This weakness springs from a variety of causes, 
and the main object of the new Act is to limit the ways in which a bank can 
mismanage its affairs. The approach to this negative end is along the lines of 
previous measures, but whereas earlier Acts could operate only in British 
India, the Dominion Government is able to legislate for the great area covered 
by the acceding princely states. The legislation does not, of course, extend 
to Pakistan. 

The “interpretation” section of the Act contains the latest of many 
attempts to define the nature of banking. It consists, says S$. 5 (1b), in “ the 
accepting, for the purpose ot lending or investment, of deposits of money from 
the public, repayable on demand or otherwise, and withdrawable by cheque, 
draft, order or otherwise’. A light is shed on Indian business habits by 
another clause of this section stating that any company which is engaged in 
the manufacture of goods or carries on any trade and which accepts deposits 
from the public merely for the purpose of financing its business as such manu- 
facturer or trader shall not be deemed a bank. Another clause defines demand 
liabilities as liabilities which must be met on demand, other liabilities being 
time liabilities. This definition conforms with past practice, but it has perhaps 
been thought right to be explicit because under S. 19 of the Federal Reserve 
Act of the United States ‘‘ demand ”’ deposits comprise all deposits payable 
within 30 days. 

Not content to rest upon its definition of the business of banking, the Act 
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goes on, in S. 6, to set out in detail the activities in which banks may engage ; 
and proceeds, two sections later, « xplicitly t to prohibit banks from dealing in 


goods, except in connection with the realiza 1 cf security. After two years 
Irom the commencement of the Act, no ssaciaaaiiaas 4 company may use the 
word “ bank ’’, “‘ banker ”’ or “ banking ”’ as part of its nami , while no company 


may do banking unless its name does include one of these words. 
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ibsidiary trading Companies is guarded against to some extent by d. 1y. This 
iavs down that a bank shall in future be prohibited from forming any sub- 
sidiarv company except for the carrying out of trustee pee -xecutor work 
nd shall not hold more than 30 per cent. of the paid-up capital of any othe: 
ype of company en in the capacity of pledgee or mortgagee. A further 

caution 1s Ins i to the effect that a bank must not hold any shares in 


ny company in the management of which any managing director or manager 
f the bank is in any way interested. 


i t 


The next two sections institute a far-reaching control of loans and advances 

s. 20 prohibits the making of advances by a bank on = security of its owi 
ires, and also o the er unting of any unsecured loans or overdrafts to its directors. 
21 is so important as to deserve to be quoted verbatim 





1) Where ¢t Keserve Bank is satisfied that 1t is necessary or expedient in th 
public interest so to do, it may determine the policy in relation to advances to be 
followed by banking companies generally or by any banking company in particular 
and when the policy has been so determined, ali banking companies or the banking 

mpany concerned, as the case may be, shall be bound to follow the policy as so 
letermined 

2) Without prejudice to the generality of the powe1 sted in the Reserve 
Bank under sub-section (1), the e Bank may give directions to banking 
companies, either generally oy io any banking company or group ot banking companies 
in particular, as to the purposes for which advances may or may not be made, the 
margins to be maintained in respect of secured advances and the rates of interest 
to be charged on advances, and each banking company shall be bound to comply 


ith anv directions as so given. 


[t will be seen from the phrases we have italicized that the powers have been 
arried much further than is usual in provisions of this kind. This extension 
aust have been in the mind of the Governor of the Reserve Bank when he 
emarked at the annual meeting last August that “ Banks generally have 
frained from undue expansion of credit, but some appear to have shown 
progress at the cost of relaxing the accepted standards of banking practice 
in making advances. . . . The policy followed by banks in granting advances 
should also fit in —— the overall execution of monetary policy ’’. It is per- 
missible, nevertheless, to argue that there is something to be said for allowing 
usiness men, including bankers, to have the opportunity to learn by their 
wn mistakes. A commercial code may rightly try to guard t the public against 
ing imposed upon by dishonesty and financial controls may rightly be used 
to support Government policy as a whole, but both tread dangerous ground 
when they seek to legislate that efficiency shall be compulsory—not to mention 
the danger that such provisions open an avenue for bureaucratic abuses and 
even victimization of the individual. 

S. 22 deals with the obligations of every bank to obtain a licence to carry 
m business, and there td provides the Reserve Bank with an excuse, in case of 
need, to inspect a bank’s books in order to see that everything is in order. 
In addition, in the case ol banks incorporated outside 
gives the Reserve Bank the right, before granting a licence, to satisfy itself 


+ 


that the country in which the bank is incorporated “ does not discriminat 


India, sub-section 3 (c) 








in any way against banking companies registered in a Province of India’”’ 
Licences can also be cancelled if this condition is later infringed, but there is 
aright of appeal to the Central Government. 


Ihe Restriction of Branches Act of 1946 is repealed, being replaced by 
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S. 23 of the present Act, whereby no bank shall open a new office withoy 





permission from the Reserve Bank. Here again the central bank is given 
right of inspection should it wish to make enquiries about “‘ earning prospects 
and to assure itself “‘ that public interest will be served ’’. Commercial banker 
will hope that the powers given by this new section will be used with the utmog 
moderation. 

The volume of credit and the level of advances which may be extende 
will al be regulated indirectly by Section 24, which prescri ven 
banking company shall maintain in cash, gold or unencumber ve 
securities, an amount not less than 20 per cent. of the total of its time an 


demand liabilities in India. 


5. 35, moreover, confers general powers of inspection. Under it the Resery 


Bank may at any time cause an inspection to be made of any banking company 


and the inspectors may examine, on oath, any director or other officer. Thi 


} 


is bad; tl 


commissions of enquiry specially appeeeten by Parliament—to extend sud 


authority will in the long run bring it into hatred and contempt. Then, asi 


all that had gone before was a mere nothing, there are the three lines « 
S. 36 (1a) giving the Reserve Bank the right to “ caution or prohibit bankin 
companies generally or any banking company in particular against enterin: 
into any particular transaction or class of transactions, and generally gi 
advice to any banking company ”’ 


Altogether, this legislation, if enforced in practice, will impose a strait: 


jacket in many ways far more constricting than any so far devised elsewher 
for the discipline of a commercial banking system. The powers transcend 
even those of the Australian legislation of 1945 which caused so much con 
troversy—and yet led, eventually, to the demand for still more power, by ful 
nationalization. 

In view of the rigour of this Indian law, one provision in Part III of the 
Act, which deals with bank failures, is a little unexpected. By S. 37, the 
Court may, on the application of a banking company which is temporarily 
unable to meet its obligations, make an order staying the commencement or 
continuance of all actions and proceedings against the company for a period 
not exceeding six months. It is true that such an application must be sup ported 
by a report from the Reserve Bank indicating that the defaulting bank should 
be able to pay its debts if it is accorded grace ; but it is difficult not to feel 
impatient with the kid-glove handling of insolvent banks, having regard to the 
preceding battery of prohibitory and preventive sections. To impose hardships 
upon depositors in unsound concerns may be deplorable ; but in a banking 
situation such as India’s it may nevertheless be expedient that the hard road 
should be followed in order to bring home the importance of conducting 
banking on honest and competent lines. If protection is thought to be impere- 
tive, the better approach is surely through iene measure of deposit insurance, 
as in tl United State 


To see this legislation in perspective, a glance is needed at the position of 
the Scheduled Banks. These banks are the élite of the Indian banking com- 
munity. As has be said, they number about 100 and they have been admitted 

» the schedule only after having satisfied the Reserve Bank of their good 
ndi Before the new Act was passed, they were the only banks who were 
any statutory obligation to maintain minimum reserves and a minimum 
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capital; and they have to render a five-point weekly statement of position. 
In return they obtain rediscount facilities at the Reserve Bank. Their position 
is thus analogous to member banks of the Federal Reserve system. Now at 
least one of these scheduled banks has been in difficulties recently, and a 
scrutiny of the list of scheduled institutions printed in the latest report of the 
Reserve Bank serves only to emphasize what a gulf there is between the best 
and the not-so-good, even among these banks. For some considerable time the 
[ndian index of equities has been falling, the trend of commodity prices is 
likely to be downward, and the stage may soon be set for the first scene in a 
recession drama. It 1s not necessary to prop] esy that it will be as exc iting as 
that which was played out in the United States after the stock market crash in 
1929; but it is perhaps worth recalling that not even the elaborate safety-first 
provision: of the Federal Reserve system sufiiced in that grim phase to prevent 
the failure of large numbers of its flock of unit banks. 

To anyone acquainte d only with the sohdity of the Enelish banking system 

a solidity achieved not by legislative dlisé ipline but by the banks themselves 

-the numerous and drastic safeguards which India now deems necessary 
might suggest that her banks must be run exclusively by people of little 
caution and possessed of an overdose of original sin. It is indeed true that 
India has had more than its share of wildcat lending by native banks. But 
incautiousness is certainly not a necessary consequence of Indian direction. 
There are at least three indigenous banks which have a right to claim that, in 
time, their status will bear comparison with that of the exchange banks. Even 
the biggest of them, however, is essentially regional. This perhaps provides 
the key to an understanding of why the general structure is what it is. To 
find an analogy from English experience it would be necessary to think first 
f the England of the early nineteenth century, when all sorts of banks and 
quasi-banks sprang up in answer to the growing needs of numerous local 
publics and in response to the temptation offered by the windfall profits of an 
inflationary phase ; and then to superimpose on that picture one of the middle 
vears of the century, when the spread of joint stock banking was encouraging 
grandiose schemes of regional hegemony. If we imagine such a system, which 
in England served a population of no more than 20 millions, extended and 
pread over a huge Dominion, with its 300 millions and its vastly greater 
range of needs—from primitive agriculture to twentieth-century heavy 
industry—we shall form some impression of the structure which India is trying 
to put on safe lines. From whatever angle India is studied the importance of 
regional and even narrowly local differences emerges. It may be many years 
before any purely Indian bank attains a branch network comparable to that 
of the Imperial Bank, and banks will consequently continue to lack the risk- 
spreading which comes when an institution’s depositors are drawn from all 
over the country. 

As Kuropean experience has shown, a country achieves good banks only 
ilter it has achieved a high standard of manufacturing ability and mercantile 
honesty. Able customers are needed for able banks. India’s backward indus- 
tries and widespread illiteracy must retard the development of sound banking. 
Add the effects of six years of war-time inflation upon inexperienced monetary 
technicians, and all the ingredients of a cauldron of trouble are to hand. The 
Indian Government’s knowledge of these weaknesses and its fear of theit 
consequences is to be read in almost every section of its new banking Act. 


G 
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[international Banking Review’ 


Argentina 


JOLNT commission is being set up by the Governments of Argentina and 





the United States to make recommendation upon means of reviving 
trade between the two countries. Particular attention is to be paid to 
the problem of expanding U.S. imports from Argentina in order to relieve it 


A trade and payments agreement has been signed with the Western zones 
#f Germany providing for the exchange, in the pase to end-March, 1950, of 


Argentine products to hes value of U.S. $33.8 millior we against German good 
to the value of U.S. 25 millions [he favourable balance due to At Sentina 
will be pay able in U dc hl its 

A trade agreement has also been concluded with Japan. Payments betwee 
the two countries arising from planned exchanges of goods will be effected 
through a clearing account in U.S. dollars to be opened by the Argentine 
Government; balances on this account in favour of either party will not be 


dischargeable in gold, dollars or other negotiable currency until the amount 
outstanding exceeds $3 millions. 

The Central Bank of Argentina has issued a directive amplifying the lis 
of goods for which the Bank is prepared to consider the granting of prio 
exchange permits. The new directive emphasizes that applications for pr 
permits will be subject to previous study in each case and that the issue of 
permits will be limited by available exchange resources. It is stated that th 
official intention is to allow, within these limits, the importation of the larges 
possit le quantities of goods. Detailed conditions laid down will vary in thei 
appmeatee n according to the origin of the goods and certain other factors 
Special arrangements for the movement of British goods into Argentina are 
set out in the Anglo-Argentine Trade Agreement. 


Australia 


Che Federal Government's policy of limiting Australian drawings on the 
sterling area dollar pool has run into difficulties as a result of a High Court 
ruling that the Commonwealth Government's system of petrol rationing was 
unconstitutional. The Prime Minister, Mr. Chifley, has appealed to the State 
Governments to take over petrol rationing on the grounds that its complete 
abolition would lead to a serious increase in the drain on British gold reserves 

Mr. Chifley revealed that Australia’s final dollar accounts for the 1948-49 
period would show a substantial deficit, mainly owing to the fact that American 
vi 7 purchases had been disappointing. He claimed that, unless arrangements 
which Australia had worked out with Britain to conserve dollar reserves wert 
m naintained a fall in dollar income from wool could lead to intolerable cuts in 
dollar spending by the Commonwealth and bring about widespread economic 


} ] ’ 1 st ] ° , 
disiocation and unemplovment 


Other current international banking news 1s discussed in “A Banker's Diary |, on pages 1-5 
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Brazil 


The visit of the President of Brazil to the United States has resulted in an 


yereement, in principle, designed to strengthen the economic ties between the 


two countri Broad plans, which are later to be worked out in detail by the 
experts of both countries, provide for a treaty to stimulate the flow of U.S. 
private capital into Brazil, an agreement to eliminate double taxation of 
North American concerns operating in Brazil, American technical assistance 
to Brazil and financial aid from the Export-Import Bank. 

The Budget estimates for 1950 provide for revenue of Cr. $20,186 millions 
(compared with Cr. $16,725 millions in 1949) and for expenditu f Cr. $20,183 
millions (Cr. $16,702 millions). 

Burma 


Legislation has been introduced into the Burmese Parliament to amend 
the constitution in order to permit foreign interests to have a majority interest 
in concerns exploiting the country’s mineral and other raw material resources. 
The constitution ruled that at least 60 per cent. of the capital of any such 


enterprise should be held by Burmese nationals. 


Tr 
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} 
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Chile 
+} 


In view of the importance of copper production and exportation in the 
Chilean economy, the recent fall in the New York price of the metal is causing 
concern to the authorities. Owing to an aggravation of the shortage of dollars, 
the exchange control has decreed that preference will henceforth be given to 
import applications in sterling and other European currencies 


China 


[he new administration in Shanghai has introduced a system of foreign 
trade control under which, it is affirmed, Chinese and foreign concerns are to 
be given equal treatment. Lists have been drawn up of permitted imports and 
permitted exports, and regulations have been laid down for the surrender of 
foreign exchange derived from overseas sales. 

It has also been decreed that existing holders of foreign exchange must sell 
such resources or deposit them with the Bank of China. Negotiable scrip is 
being issued in exchange for holdings surrendered and this may be used for 
authorized purposes. Nine foreign banks have been authorized to transact 
official foreign exchange business. 

Conversion of the “ gold’ yuan into the Chinese “ People’s dollar ’’ has 
been carried out and the “ gold” yuan has been abolished by the new Chinese 
Government. : 

The occupation of Shanghai has given the Communist authorities possession 
of the head office buildings of the Bank of China, the Central Bank of China, 
the Farmers’ Bank, the Bank of Communications, and other smaller institu- 
tions. By removing the senior staff and movable assets such as specie and 
foreign exchange to Canton in April, continuity of control for branches of 
banks operating in unoccupied China has been assured. A recent “ directive ”’ 
issued by the Communist authorities to all branches of the Bank of China to 
cease entertaining business contacts with the Kuomintang has, therefore, a 
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mewhat unrealistic ring ; the Bank of China states that it ts being ignored 


its administration in Canton and by all branches not under Communist 


control. Inevitably, branches in occupied China are operating according to 
Communist dictates 


Czechoslovakia 
A Czech delegation has been carrying on talks in London on all aspects of 
\nglo-Czech economic affairs, including financ‘al indebtedness to Britain and 


compensation to British owners of property nationalized by the Czechoslovak 

rovernment. It has been revealed that Czechoslovakia is suffering from an 
icute shortage of sterling and has been forced to scale down purchases of 
ssential raw materials normally purchased in the sterling area 


Denmark 


The Minister of Commerce has stated that the financial situation of the 
try giving rise to concern. The shrinkage in hard currency earnings 


of Danish produce in Switzerland and Belgium has aggravated the 


horta of dollar nd difficulty is being encountered in covering essential 
i! after full advantage has been taken of Marshall Aid allocations. The 

lance th the sterling area has also become adverse to Denmark 
with the result that the debt to Britain has now grown to £30 millions. 


Germany 


Plans are under consideration for the re-opening of private banks in th 
Western zones of Berlin. Not all the applications for permission to open that 
have been made are expected to be granted and preference will be given t 

bankers who were operating before the war and those who are at 


present in charge of the official foreign exchange offices. 





Bank rate has been lowered from 5 per cent. to 44 per cent., and asa 

h ins of neral shortage of credit, reserve requirements 

anks in West ave been lowered. Credit institutions in towns 

the s banks or their branches are now required t 

their ce per cent. of their sight deposits as compared 
| per lor credit institutions in towns which are not 
f ! . proportion has n changed from Io to 9 per cent 
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India 


The Indian delegation to the half-yearly meeting of the Anglo-Indian 
Joint Consultative Committee has been seeking a revision of the rate of releases 
from India’s blocked sterling balances fixed by the 1948 agreement for 1949-50 
per 1950-51. India has also requested an additional release to cover the 
amounts of the quotas for the next two years drawn in advance. The deterior- 
ation in overseas payments reflected in the high rate of drawings on sterling 
balances is to be the subject of a special Governmental enquiry. An Indian 
delegation is also being sent to the United States to study the possibility of 
American financtal aid to India. 

An earlier decision not to utilize exchange control to protect Indian industry 
has been reversed on the recommendation of the Import Advisory Council. 


Israel 

An agreement concluded with the United Kingdom covers the use of 
[srael’s £35 mullions of sterling balances. It provides for releases from the 
blocked account at a rate of {0.7 million monthly over the six months to 
snd-October. An additional release of £1.7 millions is being made to meet 
sterling payments for oil supplies over the same period and another of {1 
million to provide sterling commitments outstanding at the end of April. 

Banks in Israel are to be given facilities to make transfers in sterling to 
countries outside the sterling area (but not including hard currency countries) 
ip to a limit of £200,000 each month. The transfer to Israel of funds belonging 
to former British residents will be permitted up to reasonable amounts and 


i 


special sterling releases will be asic to cover such movements. 


Italy 
The economic policies of the Italian Government have been criticized in a 
survey of the economic situation of the country prepared by the Economic 
Co-operation Administration. The report pointed out that the utilization of 
[raly’s industrial plant depends on aggressive action by the Italian Government, 
in particular the launching of a co-ordinated public investment programme. 
it alleged that under present conditions in Italy private investment could not 
counted upon to « <pand industrial plants rapidly or to build the minimum 
{ low-rent housing, so that there was a need for vigorous Government action 
in these fields 
The Government has suspended the 1 per cent. duty on share transactions 
and withdrawn the obligation on operators to make a 25 per cent. deposit in 
spect of forward transactions. Reform of the stock market system is reported 
to be under consideration as a means of reviving business 


Malaya 


[he rubber industry has made representations to the Government about 
the serious plight in which it has been placed by the sharp fall in world rubber 
prices in recent months. Requests are being made to the Government to speed 
up the payment of war damage claims in order to prevent programmes of 

planting and rehabilitation from being halted by lack of funds 
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Mexico 
lhe Mexican peso has been stabilized at a rate of 8.65 against the American 
dollar. This compares with the rate of 8.15 quoted on the free mark 
2 ] ] ~ —_ > - 4 
diately before stabilization and with the level of 4.85 ruling prior io tl 
Government's decision to allow the peso to find its own level in July, ro4s, 
[he International Monetary Fund is stated to have approved i! n 
parity for the pes 1 Mexico has also been assured of U.S. aid in mat ing 
th rate. Thi il m of oran f dollars to bring u $25 
millions the so-called U.S.-M change bilization ft established 1 
1947 with Ameri es s 
Pakistan 
The Finance Minister of Pakistan has stated that the economy of the 
country has been strengthened in the period since Partition, that the Budgets 


of the Central and the Provincial Government have been brought into balance 
the deficit in external payments eliminated and the currency stabiliz 

He declared the Dominion’s trade policy to be one of devising a patter 
that would avoid making Pakistan dependent upon any one source of suppl 
for essential goods. The balance of payments with India was now running 
in Pakistan’s favour and a substantial balance of sterling was now due t 
the Dominion under the payments agreement between the two countries 
The Dominion’s own resources of capital were very limited and it was hoped 
to obtain assistance from abroad. Foreign co-operation in the development 
of the Dominion would be welcomed so long as no political strings were attached. 


South Africa 


The regulations enforcing the Government's decision to make substantial 
new cuts in imports from all sources have been published. From the beginning 
of this month, the import of goods into the Union can take place only under 
authority of an import permit issued by the Director of Imports and Exports 
Goods imported after this date for which payment had been made under 
credits established, or purchases financed from exchange previously allocated 
or by forward contracts entered into before this date by virtue of quotas 
established under exchange quota arrangements, are not affected by the regula- 


tions. Goods in transit through the Union and those imported from Norther 
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| Southern Rhodesia and the High Commission territories are also exempt 
ym the regulations. 
it has been officially stated that funds available for overseas expenditure 
in the second half of this year will be insufficient to cover full requirements of 
essential raw materials and capital goods. No permits will therefore be issued 
r the import of finished consumer goods, except in isolated cases. 

[he Finance Minister has expressed the hope that the new National Finance 
Corporation will attract foreign capital of a “‘ gilt-edged’’ nature to South 
Africa. He indicated that capital thus obtained would augment the funds at 
he disposal of the corporation for investment in redeemable mining debentures 
ind re necessary, in debentures of big manufacturing enterprises. He 
leclar that, in view of the shortage of risk capital, it would be necessary in 
any case to tap as much “ gilt-edged "’ capital as possible for the financing of 
mining and industrial development in the Union. 





Switzerland 


A reement has been concluded with the United Kingdom on financial 


ransfers in the Anglo-Swiss balance of payments. Under the new arrangements, 
the Swiss National Bank will no longer refuse to purchase sterling resulting 
from financial transfers from Britain to Switzerland in cases where the payments 
ire made to persons who do not appear to be bona fide Swiss residents. All 
such transfers will accordingly now command the official rate, so that the 
market in ‘“‘B”’ sterling at below-parity rates should be eliminated—at the 
cost, however, of additional gold losses for the United Kingdom. 

Differences with the French Government on trade and financial problems 
of mutual interest have been resolved, and a one-year agreement has been 


concl ! covering exchanges between the two countries to end-May, 1950. 
Swiss 1 handise exports to France are expected to total about Swiss Frs. 285 
nilli against which there will be French exports to Switzerland to a total 
of Swiss Frs. 400 millions. The difference will be utilized to cover “ invisible ”’ 
items, including tourist expenditure. The ceiling for Swiss export credits has 
been i used by Swiss Frs. 50 millions, to Swiss Frs. 280 millions. 
United States 

| >. Under-Secretary of Commerce has announced a plan to encourage 
rivate American capital investment abroad to a total of $1,000 millions per 

u fhe target has been fixed in connection with the Truman plan for 
aSsistl the development of backward areas. The Minister declared that 
means would have to be found of increasing American imports of foreign 
goods, of encouraging American overseas travel and of stimulating American 
Invest t. Care would have to be taken in promoting imports not to injure 
Ameri industry or create unemployment among American workers. 

President Truman has declared that in his view no crisis exists in employ- 
nent and business in the United States. The chairman of the President’s 


Council of Economic Advisers has stated that a ‘“‘ continued downswing ”’ in 
business was possible but has affirmed that it was too soon to foretell whegher 
a real recession, a levelling-out of the economy, or a new inflation lay aliead. 
He declared that Government action to ward off a slump would require some 
amendment of the anti-inflation economic programme submitted by the 


President to Congress in January. 
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Mexico 
lhe Mexican peso has been stabilized at a rate of 8.65 against the Americar 
dollar. This compares with the rate of 8.15 quoted on the free mark 
aS 4 ] ‘ + = P ~ atic y m2 - +1 
diately before stabilization and with the level of 4.85 ruling prior io tl 
Government's decision to allow the peso to find its own level in July, ro4s, 
The International M« tary Fund is stated to have a ved n 
itv for the peso, Mexico has also been assured of U.S. aid in maintaining 
4 ] a. eo 
the rat Thi | tl m of oTan dollars to bring u $25 
millions the so-called U.S.-Mexican exchange stabilization f 1 establis I 
1947 with American resources 
Pakistan 
The Finance Minister of Pakistan has stated that th conomy of the 
country has been strengthened in the period since Partition, that the Budgets 


of the Central and the Provincial Government have been brought into balance 
the deficit in external payments eliminated and the currency stabiliz 

He declared the Dominion’s trade policy to be one of devising a pattern 
that would avoid making Pakistan dependent upon any one source of supply 
for essential goods. The balance of payments with India was now running 
in Pakistan’s favour and a substantial balance of sterling was now due to 
the Dominion under the payments agreement between the two countries 
The Dominion’s own resources of capital were very limited and it was hoped 
to obtain assistance from abroad. Foreign co-operation in the development 
of the Dominion would be welcomed so long as no political strings were attached. 


South Africa 


The regulations enforcing the Government's decision to make substantial 
new cuts in imports from all sources have been published. From the beginning 
of this month, the import of goods into the Union can take place only under 
authority of an import permit issued by the Director of Imports and Exports. 
Goods imported after this date for which payment had been made under 
credits established, or purchases financed from exchange previously allocated 
or by forward contracts entered into before this date by virtue’ of quotas 
established under exchange quota arrangements, are not affected by the regula- 
tions. Goods in transit through the Union and those imported from Northen 
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| Southern Rhodesia and the High Commission territories are also exempt 
m the regulations. 

It has been officially stated that funds available for overseas expenditure 
in the second half of this year will be insufficient to cover full requirements of 
essential raw materials and capital goods. No permits will therefore be issued 
for the import of finished consumer goods, except in isolated cases. 

[he Finance Minister has expressed the hope that the new National Finance 
Corporation will attract foreign capital of a “ gilt-edged’”’ nature to South 
Africa. He indicated that capital thus obtained would augment the funds at 
the disposal of the corporation for investment in redeemable mining debentures 
re necessary, in debentures of big manufacturing enterprises. He 
Jared that, in view of the shortage of risk capital, it would be necessary in 
any case to tap as much “ gilt-edged "’ capital as possible for the financing of 


mining and industrial development in the Union. 
Switzerland 

An agreement has been concluded with the United Kingdom on financial 
transfers in the Anglo-Swiss balance of payments. Under the new arrangements, 
the Swiss National Bank will no longer refuse to purchase sterling resulting 
from financial transfers from Britain to Switzerland in cases where the payments 
are made to persons who do not appear to be bona fide Swiss residents. All 
such transfers will accordingly now command the official rate, so that the 
market in ‘“‘ B”’ sterling at below-parity rates should be eliminated—at the 
cost, however, of additional gold losses for the United Kingdom. 


Differences with the French Government on trade and financial problems 


of mutual interest have been resolved, and a one-year agreement has been 
concluded covering exchanges between the two countries to end-May, 1950. 
SWISss I chandise « xports to hy unce are expected to total about Swiss Frs. 285 

ill] against which there will be French exports to Switzerland to a total 
f Swiss Frs. 400 millions. The difference wil be utilized to cover “ invisible ”’ 
items luding tourist expenditure. The ceiling for Swiss export credits has 


Swiss Frs. 50 millions, to Swiss Frs. 280 millions. 


United States 


| 5. Under-Secretary of Commerce has announced a plan to encourage 
rican capital investment abroad to a total of $1,000 millions per 
nu [he target has n fixed in connection with the Truman plan for 
assisting the development of backward areas. The Minister declared that 
means uld have to be found of increasing American imports of foreign 
goods, of encouraging American overseas travel and of stimulating American 
Invest t. Care would have to be taken in promoting imports not to injure 
Ameri industry or create unemployment among American workers. 


President Truman has declared that in his view no crisis exists in employ- 
nen business in the United States. The chairman of the President’s 
Council of Economic Advisers has stated that a “‘ continued downswing ”’ in 
business was possible but has affirmed that it was too soon to foretell whether 
a real recession, a levelling-out of the economy, or a new inflation lay ahead. 
He declared that Government action to ward off a slump would require some 
amendment of the anti-inflation economic programme submitted by the 
President to Congress in January. 
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Appointments and Retirements 





Hank of FE and—Mr. A. W. ¢ Dascombe, deputy secretal to t ~ecreti on retire) 
Mr. W. H. Nev \ EK. W. Geipel, assistant secretary, to be deputy secretary. 
Bank of London & South America—\h: Edward Holland-Marti F been appoi 


leputy « rm of t board 


Barclays Bank (D., C. and O.)--Mr. C. F. S. Pringle to be secret: succession to the 
blr A. Grave 

Clydesdale Bank — Poll haw Mr. |. N. Low, from Govan, to be manager on retirem 
ot Mr |. Gibsor ( 1 Mr. G. Galloway, from Giffnock, to be manager. Govanhill M 
Grant to b le manager on retirement ot M Anderson Vt. Florida Mr. N. A. Ronald t 


lanagel 

Commercial Bank of Scotland-—-Sir John McLean Duncanson, Port Glasgow, has 
mi } 4 ner yn th B r 1; ++ y } he a +} 
John Hous 
District Bank {ther Mr ») P. Grimshaw, from Tyldesley eT manager. Levian 





Mr. C. B. Kimington, from At yn, to | na la M J. Ratcliffe to 
uC tant. / Mr. H. S$ field, from Sheffield »b 1 Stok Tre) M 
io nnant, from M: estield, to be manager 
Lloyds Bank-—/Head O Organisation Depi Mr. R. Ward, an inspector (Organisation), 1 1¢ 
} \I ( l ( nG l Cre NW t i n 
1 os rs, from Modbury, to be ma t ret : Mr. H. G. 1 
q Mm. 3 <h » be sub-m uy 
| | B. ( i ¢ lana M 
i i ¢ VV 3) 
ma nent 
| <o (. At I mn 1 
) | 2 Vv n I lent i I i 
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Sl r en 
i i \i 
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Pontypri Port Mr. L. J from Me ifil, to be manager on 


Martins Bank : f Mr. A. J mieson to 


Midland Bank Mr \i 
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Raised Redeemed Outstandingt 
£m £m £m 
Ifo0.5 132.0 1442.0 
453-0 433-5 1292.5 
Le 110.5 1402.5 
545-0 455-0 1291.0 
209.0 [75.0 1465.0 
41.0 79-5 1429.5 
79.0 59-5 [441.0 
550 $52.0 1449.5 
3590.5 $04.0 1435-0 
110.0 113.0 1432.0 
200 [51.0 I511.o 
201.0 1310.0 
180.0 $70.5 1019.5 
274.5 158.5 1135-5 
1895.5 205.5 ELIIZ.§ 
240.0 213 Oo 1139.5 
day in each month, except at final month in each quarter 
ts highest level on September 1945, at £2225 millions 
Net New | 1949 Net New 
ed Borrowi | Week ended: Raised Redeemed Borrowing 
rr.5 Mar 5 50.0 55-5 . 5.5 
1.5 | 12 45.0 55-5 10.5 
15.0 19 70.0 19.0 51.0 
0.5 a 20 30.0 * 0.o* 
eo April J 100.0 50.0* 
20.0* fy 9 30.0 60.0* 
| 09 16 35-0 2.0 
20.06" a 23 75-0 65.0 
30.5* ia SD a: 25.0 27.0 - 
16.5 May 7 50.0 73.0 - 
127.0 ‘a I4 60.0 32.5 
19.5 “ aI « 90.0 07.5 
125.5 i ee 40.0 40.0 - 
85.0 June { 65.0 50.0 15.0 
50.0 oe II 5 Oo 40.0 10.0 
30.0 re 18 00.0 50.0 10.0 
* Unofficial figure. 
Tax Certificates 
Net Paid Net 
Raise I ssue* Raised Oft Raised Issue* 
n fm fm fm fm. fm. 
a 055.9 1947 Vec. 30 0.0 24.1 543-2 
4 — MH 1948 Jan. (3.0 62.7 =~ 16.7 523.5 
tee — a Feb 22.3 85.5 63.2 160.3 
: 648 - Mar. .. 18.3 52.7 — 34.0 426.4 
AB , April 17.8 25.0 —- 7.2 419.2 
rts, May in 2255 16.7 5.8 25-0 
re seem June .. 22.3 10.5 5-9 $30.4 
July .. 28.6 7.0 21.6 452.5 
ie _— Aue <2, 18.3 6.6 $.0 457.1 
u < oe 3 Sept 2S.1 9.0 19.1 476.2 
“+ a eh > Oct 21.6 ) .% 189.7 
.e peach. Nov 16.9 11.4 5-5 495.2 
ide aii Dec a3. 6 8.4 1 520.3 
5 523.2 
1.6 521.6 1949 Jan 29.1 1.9 45.8 174-5 
10.¢ 531.6 ‘eb o>» 25.4 75-0 59.3 $24.2 
[4.0 b, Mar.  @22<0 900.95 5 4 350.9 
¢.6 April 19.5 18.5 1.0 357-9 
6.3 Mav 2I.1 16.4 1.7 362.6 





at end of month, 
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Britain’s Gold and Dollar Reserves 


million 
et Financed by 
Years an U.S. and Purchases S. African Change 
huarters Canadian from Gold E_kR J in 
Credits I.M.F Loan Reserve 
oat t "7 1 52 
147 152 
45 

L 4c 

22 7 

( 40 z¢ 

92 oF >¢ 

SC (x 5 

ss Ss I 
£471 iillions, excluding {60 millions reimbursement du 
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fa at a a nel 

TOTAL FUNDS EXCEED | 
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Particulars on application to Managing Director, 
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INDEX 


Covering Vols. LAX XIX and XC January to June, 1949 


. e x 
Change ‘ : ‘ Ip — } a 
Refcren ) Pankecr’s Diary .B.R Internation Janking Revie 
In . 
Reserve siieaiaceinines ‘ i. : 





152 Aden Bank for International Settlements 
Palance of Pavments of the Colonies, Apr t How the I avm 


4 i Works, Feb., 10 
76 Appointments and Retirements 


Iutra-European Payments Schenoe 


Bank of England 




















f > ] f r < heh 120 
3 Bank o als 12 F 
- = al i actini “4 Aor.. 65: ] Changes at the Bank, Apr., © (iD) 
a3 , Banking 
J m, : Pause in Credit Expansion, fan. } 
- ) () \i 5 ul r , 
; “J Returt to Monetary Policy , pea 
: } Bankers and Negotiable Instruments 
Ta } ) r 2K \DI 6 3 oi . . " 1 
4 ¢ I ») I ibute of Negotiability, 
, ‘ Inne. 21 
: wae” ) ¢ Mix . ‘ 
vdesd | I la | The His x { Nc ttiabilit Fe 17 
I4 I] { heqgt 1d 4 ih 
nmercial Bank of Se May, 14 ae San oe Be 
| eb f \ ; ied : . 
, re I B es ck J change, Feb oe | 
4 3 i ) 75 
“ I \l ‘ 
225 \ | 2 
uf } I I MI M : 
x : i ‘ ; ck Exchai \Ic I 
2 ur 7 eq \y . 
: MN $7 
. i ‘ Mav. 8 1) 
: ' ' } Experiment IT, Mz 
\ 
wee aa June, 160 (J 
N ‘ Business, | 
. ¢ ~ lune 17 
i P ‘ 1 n [ 
i 2 { 
Argentina : 
Jollar Was t ca, fan.,. 7:(D Lurope’s Hard Curret Fe} 
BR. J Pr, 55 Gold L ne, 159 (I 
. " MI 19 (D Bills of I adins 
Book Re 3 
r., 23 - 
1] \T 
ad 25 \ can ] C 4 I 
Be 
ON | Australia Bat aoe 4] I 
e Y — 4 ) i I 
Ml A H I 
j Austria o1 
B.R.. Mar ( \ I { , >. W. Magnus 
an | 207 
} Balance of Payments Compani \ The, 1948", J. ¢ \rnold 
( I i } ‘ T) J , > 
| IT sH 1) lop nt and Ce isati \ Guide 
} Ster f : o tl I ES tr | 1 Act, 
. I 19 » &n t10 tish ¢ of 
I ( Econon of Sout \frica, ro 
\ Pay I ? Fri lin, Jan 
Enelish Bank Accounting and its Historical 





! Disinflatic r pr Background ’’, H. C. F. Holgate, Apr., 63 








66 THE BANKER 


itional Bank of Egypt, May, 150 
ational Bank of Scotland, Jan., 68 
ational Provincial Bank, Feb., 139 
wth of Scotland Bank, Feb., 144 
| Bank of Scotland, Apr., 70 
on Bank of Scotland, June, 227 


Finan f O sea Trad W. W. Syrett Westminster Bank, Feb., 140 


a dy ty & 


Contributors 
Brazil Bratter, Herbert, Will America Ch 
[.B.R., Ma 4 May, 1 Gold Price ?, \ 5 


lav, 05 
; y Conan, A. R., Balance of Payments of ; 
British Guiana ‘ ties, Apr., 36 
Balan f Payments of the Colonies, Apr., 36 Cowen Harold New Problems for 
Hous Ma 71 
3udcet ; : : 
Budge : ' Daniels, F. E., Credit Policy in the U 
Ret I tl Budget Ac¢ its n., t (D ; 
Sin Sian toe teat: Wale States, June, 174 
Sigh + Monks) Dorrance, G. S., Canada’s Exchange Pro 
y the Bill, Mar., 145 (D 
ic | 


ind the. \ V : 1) . m 
' M Duncan, G. A., Eire’s Balance of Payn 


High Taxation for Ever May, 83 nt 
Problem, Feb., 115 
P . , ; o “he > le ne 
Building Societies I 1 , A. G., The Role of Spe 
And St | Bic ; eis Ma Ig! 
{nd e-Financed Housing, May, tot “9 ae , , 
? Farquharson, Donald, Can South Africa | 
Bulk Buying Realities June, 186 j 
Or Liverpool Market May, 120 Fo KF. W., Scottish Banking Expans 
I 
Canada Greenwell, Graham, Can there 
Canadian Dil bo a Ma \pr xe) 
| 2 
T t T : ‘yj 
t., Jar »., I Mar., 21 la ( R., The Chances « Fret 
] » . 
( 1 ze | June, rS8o i ) vy, M 155 
‘ I er-Heaton, ¢ Machi 1 M 
Cheap Money : 
—— i in Spinning, May, 115 
Se Interest Rat . 


China Planning A I, Mar., 206 








[.B.R., Mat r Town & Country Planning Act 
4 = ' 
Colombi ‘tig 
10 ombia ; Jone R. W Bankers and N iab 
iN jan ’ i 15 ' 210 a 
Colonies rh \ttributes of Negotiabili Jan 
\T ‘ wae 6 4 : , I The History of Negotiabilitv, Feb.,1 
i SVs so | } $2 Feb 1 ‘ 
B , f tl ‘ 11f!—-Ch ; and Crossings, Apr., 51 
Kent [ \\ Bulk Buying 
Commercial Credit Market ?, May, 120 
{ Ravner"’’ Ca \y Little, Leo T., Life Assurance 1948, M } 
Company Meetings Macrae, N. A. D., Argenti 
4 \ . A ) H 
: [30 {I—-Control of Bankin d M 
i > > 4 () | 2 
( \us nd China Magu — g 
t Natio Instit 
‘ [ 34 M Maurice ( \y 
( . : ' ' 
> I M John, W ern Ge R 
} l \r | ~ 
\ \\ \ind o V M 11 
Bank, Jan Morg Vict 5 
{ sh i str It) 
I ! s Pilkington . Gwyn, Cotton Role int 
I i Shanghai | Corpo Na la onomy, May, 10 
74 Sachs, David, The Bank ind the >t 
| Bank, Feb., 134 Exchange, Mar., 185 
sank, Feb., 13¢ Sophian, T. J., Surtax Avoidance—A N 
VE t I Indi \pr., 76 Decision, Mar., 210 
M id Bank, Mar., 22 Land Development Plans How Ownes 


National B < of Australasia, Jan., 66 May Minimize Loss, May, 130 








INDEX 67 


Mar., ! 
D..i:lAir S + in 
Ho M 
Co-Operative Movement 
CWS Bank ’’ Ge ( isiness, ] 


Cotton 
The Future of Lanca O1 
Its Réle in the Natio Economy, May 
What Kind of Industry M 
Machin ind Man-Power in Spinning, Ma 
IL5 
Bulk Buvu or Liverpe 


hit ( +4 
cas ot 


" Itt 


Cuba 
LB.R., Feb., 121 


Cyprus 
Monetary Systems of the Colonies, Jan., 47 
Balance of Payments of the Colonies, Apr 


Deflation 
See ‘“‘ Inflation 


Devaluation 
The Problem of Artificial Exchanges, Feb 
151 
Europe ar d the Dollar, June, 163 
Disinflation 
See ‘‘ Inflation ’ 
Dollars 
taly and the Cross-Rate, Jan., 3 (1 
Financing Grants for Europe, Jan., 5 (1 
Waste in Latin America, Jan., 7 (D 
idian Dilemma, Jan., 22 
Dollar Drain Arrested ? , Feb., 60 (1D 
The Problem of Artificial Exchanges, Mar., 151 
The Dollar Gap, Apr., 2 (D 
Gold Loss in First E.C.A. Year, May, 79 (D) 
Europe and the Dollar, June, 163 
Conditional Convertibility for Sterling ?, June, 


160 


E.C.A. 
See ‘‘ Marshall Plan’ 


Eastern Europe 
Trade with, Feb., 71 (D) 






Cans 


Economic Controls 
Return to Monetary Policy ?, Jan., 9 


Economic Survey, 1949 
Markets and the Survey, Apr., 1 (D) 
Disinflation without Tears, Apr., 7 
Tables abstracted from Cmd. 7647, Apr., 60 


The Struggle for Exports, Mar., 1 


Egypt 
LB.R., May, 136 
Eire 
Eire’s Balance of Payments Problem, Feb 
115 
I.B.R., Mar., 216: Apr., 56; June, 210 





) 


Exchange Control 


Non-Resident Sterling Accounts, Jan., (D) 
3 1) 
Switcl | tic ( M 
149 (D 
( | l ) 


Exchange Rates 


The Problem of Artificial ] hanges, Mar., 151 
4 1+ | I T y ‘ + 4 23 
The S I I M: I 

kKurop Dolla lu ( 


Exports 
Dollar W t n Latin Ame. n.. 7 (D) 
Chancellor o l’rogress in 104s. Feb., 60 (D 


The Sti rr, May, « 


Falkland Islands 
Monetary Svstems of the Color , Jan 


Fiji 
Moneta) - t¢ of the (¢ lonies. Tan 14 


Finland 


, Trade wit! tern Europe, } 75 (2 
France 
1.B.R Jan 50; Keb 1 Mar if 
Apr St May I 3¢ June 210 
Psychological Deflation in, Feb., 70 (D) 
French-ow 1 Securities London, Feb., 


rk I) 
The Chance f rene Ree very, Mar., 155 


Frontispieces 
Babington-Smith, Mr. M. ]., C.B.} April 


Clark, Mr. H. L. Urling, Maz 


Crawford, Mr. |]. B., June 

Drysdale, Mr. Matthew Watt, Jan 
Goodenough, Sir William M Fel 

Linhthgov The Marquess of, K.G., K.T., 


M 


Gas Nationalization 
Cult-edged and, June, 157 (J 
C.W.S sank ’’ Gets Gas 

iot (D 


Business, June, 


Germany 
I.B.R.,. Jan st: Feb: 222; Mar., 226; 


Apr., 57; May, 136; June, 210 


Western Germany Revives, Feb., 85 


Gibraltar 
Monetary Systems of the Colonies, Jan., 47 


Gilt-edged 
And Gas, June, 157 (D) 


Gold 
South Africa’s Crisis, Jan., 27 
Dollar Drain Arrested ?, Feb., 6a (D) 
Europe’s Hard Currencies, Feb., 72 (D) 
South Africa’s Gold Sales, Mar., 146 (D) 
Is Gold Too Cheap ?, Apr., 15 
Loss in First E.C.A. Year, Mav, 79 (D) 
Will America Change the Gold Price ?, May, 
95 
Losses to Europe, June, 159 (D) 
Can South Africa Face Realities ?, June, 186 








68 


Gold Coast 
Balance 


of Pavments of the 


Hire Purchase 
America Relaxes Credit 


Cont 





Colonies 


rols, 


1ited States, June, 174 


THE BANKER 


Jamaica 


Api Balance of Payment 


Japan 
L.p., 

Kenya 
Balance of Paytr 


June, 211 
May, So 


Malaya 








yloni 


es, Apr 


the ylonies, Apr 





lent f the Colonies, Apr., 36 ‘ 
P i , Balance of Payments of the Colonies, Apr. 
, I.B.R., May, 138; June, 21 
Housing 
. ¢ 
Building Societies and State-Financed. Mav Malta 
rol Monetary Svstems of the Colonies, Jan., 48 
; Balance of Payments of the C ylonies, Apr 
India 
1.B.R., Feb., 12 M 216 Ap Manpower 
Mav, 13 June tI Disinflation thout Tears, Apr., 7 
[India’s Sterling Balances, Ju T50 (D Machin ind Man-Power in Spinning, M 
inflation 
Return to M ow} . 1 Marshall Plan 
In Nev ‘ nd il financing Grants for ) i 5 (D 
Disin y irope’s Four-Year Plans, jan., 1 
vadian Dilemma, Jan., 22 
Insurance dian I : ; . 
12, lt UO Vrain Art l ‘ rm (1) 
: : : P logical Deflatio . Franc Fe 
? » (D) 
[ 4 any iS.M i 
Ma : rling for Europe ) 30 
fow tl Intra-European Payments Schem 
Interest Rates Works, Feb., to 
Ban nd Di i Eire’s Balan of Payment reD., IIs 
The Banks in 1948, Feb., 90 Marshall Aid: The Next Phase, May, 78 (D 
f Monetary P Mav. 81 (D Gold Loss in First E.C.A. Year, May, 70 { 
P . P . Pa ‘ 
international Banking Review yOTES O.E.LE. June, 15 D 
be [ Mar Apr I »p the Dollar, Ju t 
Mav. 12 i Canada’s Exchan P lem, Jun 3 
International Monetary Fund Mauritius 
Yollar Drain Ar ed Feh.. ¢ 1) Monetary Svstems 0 ) tes, Jan., 42 
S ‘ .'s Gold Sales, Mar., 146 (D . : : 
r ere 1 ect ing Mechanization in Industry 
1 bi Vial y oP Sn | 1D, hes rene ® 
4 | Too ( nea “ve “er Machines and Man-Pow Dinning, Ma 
Will A t 1 Prie May pia 
Monetary Policy 
Ra oa hs lan 
; Return to Jar 
International Trade a . 
page ankers and Dist Feb 
Dp ir VW ¢ n Latin A rica, Jan | 
‘ ° : tot Mav, ST 1) 
, 1 1 
( in Dil Monetary Systems of the Colonies 
South Af {{--The Indian Ocean, Pacific and Me 
r ‘ Ea | ) erranean Colonies, jam., 42 
I H ( cies, Feb 1) VITl Trends and Future Possthilities, Fe 
St ype, I 
low I i\ it P . 
“- ; National Income and Expenditure 
\\ I =. = 
‘ry ae 1 — Bankers and Disinflati m, Feb., 75 
‘ , \ ) iiation without Tears, Apr 
i its Dp 11 an m 
. High Taxation for May 
[ 2 ) Ma 
Pri y O.] C., Jun 2) National Investment Council 
I ind t Doll Ju 163 (D {Investment Council Dissolved, Jan., 2 (D 
( 1¢ Ctarhiz Teor 
il l \ ) in } 1 . : . 
Nationalization 
Threat to Insurance, Mav, 7 ) 
( nia ‘Bent P i “— Threat to Insurat Via 
Can South Africa L Realities June, 186 Netherlands 
{raq [.B.R Jan., Ma 217 
I.B.R., Jan., 5! A\pr., 53; June 
italy New Zealand 
And the Cross-Rat Jan 3 (D inflation in, Jaa 2 | 


I.B.R., Jan., 5 Mar., 217 


May, 138 | 


B.R., Apr., 58; Jua 





yimning, Ma 


Ma 


opm > 





INDEX 


Nigeria 
Balance of Payments o 


Northern Rhodesia 
See “‘ Rhodesia *’ 
Norway 

.B.R., 


0.E.E.C. 
See ‘“‘ Marshall Plan 


Jan., 52; May 


Persia 
L.B.R., Mar 
Peru 
L.B.R., Jan., 5 


Poland 
Trade with Easte 
[.B.R., Feb., 12 


Portugal 
LB.R., May, 138 


Property 
The Town and Country Plann 
al ; 
fhe Town and Count lanning 
Apr., 42 
and Develop: en Pian 


Minir 


Qwners ma 





Rhodesia 
Balance of Payments of the Colonies, Apt 
1.B.R., May 


Scotland 
Scottish Banking f@xpansion 


39 june, 2 


Seychelles 


Monetarv Jan., 44 


oysten ff the Colonies 


stam 


2 PR une 


South Africa 

south Africa s : 2 
B.R jan 52 by 2 Mar 2t 
Apr.. 5 May. 1 Jus 213 


south Africa’s Gold Sales, M 
Making Ends Meet in, Apr., 5 (D) 
[s Gold Too heap \pr 15 

an South A i » Realities ?, June 


South America 
Jollar Waste in La 1 America, 
Southern Rhodesia 
see “ Rhodesia 
Spain 
L.B.R., Jan 3 ~b 


£23; Mar 


Tune >] 


Sterling 
[taly and the Cross-R 
Financing Grants for Europe, Jan., 5 (il) 
Non-Resident Sterling Accounts, Jan., 8 (D 
Inflation in New Zealand, Jan., 31 
For Europe, Feb., 80 j 5 


ate jan., 3 (D) 








The Problem of Artificial Exchanges, Mar., 3 


Tussle with Argentina, Apr., 3 (D) 
Gold Losses to Europe, June, 159 (D) 
India’s Sterling Balances, June, 159 (D 


Conditional Convertibility for Sterling ?, June 


10Q 


he Colonies, Apr., 36 


69 


Stock Exchange 


Banks and the, Feb., 74 (D) 
The Future of the Stock Exchanges 
Changes ‘“‘ on 'Change’’, Mar., 161 
The, as a National Institution, Mar., 165 
New Problems for the ‘“‘ House ’’, Mar., 171 
Are Jobbers Outmoded ? , Mar., 180 
he Banks and the, Mar., 185 
The Rdle of Speculation, Mar., 191 
How Central Bookkeeping would Cut Costs 
Mar., 197 
The Provincial Standpoint, Mar., 
Can there be a Free Market ? , Apr., 29 


202 


[The Debate Continues Letters to the 
Editor), Apr., 33; May, 140 
The City and the Budget, May, 77 (Dj 
Sweden 
Riksbank Governor Throws in His Hand 


Jan., 4 (D) 


[.B.R., Jan., 53; Mar., 218 
Switzerland 
Europe’s Hard Currencies, Feb., 72 (D) 
B.R., Mar., 218 \pr., 50 lune, 215 


Tanganyika 


Balance of P. 


ayments of the 


Taxation 
Bankers and Disinilation, Feb., 75 
Surtax Avoidance-—A New Decision, Mar., 210 





High Taxation for rer ?, May, 83 
Tourism 
Europe’s Hard ¢ 








Town and Country Planning Act 
The Mar., 20 
The,--II, Apr., 42 
Land Development Plans ) 3 nay 
Minimize Loss, May, 130 
Trinidad 
Balance of Pav “nts the slonies, Ap 39 
U.S.S.R. 
ide i ) r (D 
Uganda 
Balance of Payments of the Colo 3, Apr > 
United States of America 
1.B.R., Feb., 123 Ma 1s Ap 59 
May, 130; June, 215 
{5s Gold Too Cheap ; 





t Controls, May, So (D) 


America Relaxes Credi 


Will America Change the Gold Pric May, 95 
Credit Policy in the. June, 174 
Wases 


Plea for Monetary Policy, May, 31 (D 
Machines and Man-Power in Spinning, 


115 


Wales 


May, 


Progress and Prospects Welsh Industry 
June, 197 
Yugoslavia 
Trade with Eastern Europe, Feb., 71 (D) 


[.B.R., Feb., 124 





OTTOMAN BANK. © 23): soup bet te dawery of wig 


“1OW to 
ation and to 
itilisation of 

ly the 

»pened 

Spices, 

ellent, 
igh it 

re of 
than 
vival of 

* turn of 
| marked 
far 


oe ae ae od 


(os tae 


der the 
percentage of 
eing applied in 
ricultural equip- 
the mechanisa- 
zation work 

an !mportant 


juipping her 

se, the 

n in 1948, 
lagzi, which 

oal basin and, 
industrial zone. 
Ss a marked 


ve 


pper, chromium 

| 250,000 tons of 
chromium re pt ed 8, and exports, 
sictiniies ‘setetiinas’ ated ched the record 


figure of o 


Oil is still i e pro i st yut the 

outlook is encouraging. Marshall aid will give 

new impetus to Turkish mining. Present 

plans includ the development of tl coal 

basin and of the coaling port of Zonguldak and 
1 f a number of power stations. 


only great agricultural 
resources, but 
ndden isset— 
ig peopl Her 
have a keen 
and, under 

ie to 

which 

are glad to 

rt for 

yank in 


branches 


ini » profit 1 loss 

Committee pro- 

t a dividend of 6s r share be paid 
vain this year, absorbins : ‘ nd leaving 


se tha 


If xX im 


761 to be carried 


quantity of imports, espec 


; . ; pe 
industri pment, whi n ord | The report was adopte 








